Human Resource Accounting Practices in Indian Companies by Agarwal, Reshu
HUMAN RESOURCE ACCOUNTING 
PRACTICES IN INDIAN COMPANIES 
ABSTRACT 
T H E S I S 
SUBMITTED FOR THE AWARD OF THE DEGREE OF 
Bot to r of $(|tlosiop()p 
m 
COMMERCE 
By 
RESHU A6ARWAL 
Undsr th« Supervision of 
Dr. NAWAB ALI KHAN 
(READER) 
DEPARTMENT OF COMMERCE 
AUQARH MUSUM UNIVERSITY 
AUGARH (INDIA) 
2004 
ABSTRACT 
The Human Resource (HR) is one of the most neglected 
aspects of Financial Statement disclosures of corporate enti t ies in 
India. The managements avoid to disclose the facts about HR, 
whether they are pleasant or unpleasant facts. However , it is 
wor thwhi le to mention here that success of every organisa t ion 
largely depends on the e f fec t ive and s ignif icant ut i l isat ion of men. 
machinery , mater ia ls and money. Buildings, plants , computers and 
other physical and financial resources are unproduct ive without 
human e f fo r t s and decisions. The results of the appl icat ion of 
physical and f inancial resources are reported in f inancial 
s ta tements under conventional accounting pract ices . Never the less , 
it is widely accepted that HR is the most important asset of the 
company. Yet human resources are neither valued annual ly nor 
incorpora ted in the f inancial s tatements of the companies . 
It is against this background that the present study was 
under taken to make an assessment of Human Resource Account ing 
(HRA) prac t ices in Indian companies. The entire work has been 
divided into six broad chapters so as to study almost all aspects of 
HRA in general and its applicat ion in Indian companies in 
par t icu lar . 
Chapter I is an introduction of the whole research pro jec t . It 
reviews the var ious studies conducted in the field of HRA. A 
number of doctoral dissertat ions and research papers publ ished by 
the scholars have also been surveyed. 
The second chapter deals with a conceptual f ramework of 
HRA. It explains def in i t ions , scope, problems, l imitat ions and 
importance of HRA. It has been observed that HRA is the process 
of ident i fy ing and interpret ing data about HR and communica t ing 
this informat ion to the interested part ies. HRA is speci f ica l ly 
s igni f icant in India because on the one hand human resources are 
in abundance while on the other hand there is a shor tage of ski l led 
and technical ly qual i f ied people. In a technological ly or iented 
society, HR can not be ignored. HR is more important asset than 
any other tangible asset because without it other fac tors of 
product ion can not be uti l ised. Thus, this feature of the human 
asset p laces the human resource at a higher level than the non-
human assets . Therefore , the investments on HR have become an 
important fac tor in account ing systems. 
In fact , in the present accounting system, the investment on 
HR is considered as only revenue expenditure and not as a capital 
expendi ture . Hence, the amount invested in HR is not shown on 
the balance sheet along with other assets. This def ic iency can be 
very well rec t i f ied through the concept of HRA. By measur ing the 
value of HR at d i f fe ren t points of time, it can be revealed as to 
whether the management is building up HR or simply deplet ing 
them. The importance generated through HRA can help 
management in formula t ing pol icies and programmes for 
deve lopment of HR. Such informat ion can be used for making 
decis ions in the areas such as manpower planning, appraisal of 
Human Resource Development (HRD) programmes, ident i f ica t ion 
of t ra ining needs, use fu lness of cost reduction programme in view 
of their poss ible impact on human relat ions, s tudying the impact 
of budgetary control on motivat ion and morale of employees and 
fac i l i t a t ing a l locat ion, conservat ion and reward of HR. 
Thus, ever expanding dimensions and growing complexi t ies 
of bus iness act ivi t ies , increasing governmental moni tor ing on 
bus iness a f fa i r s , press ing trade unions ' demand for greater 
d isc losure on human per fo rmance in business and emanat ion of 
sc ien t i f i c management within the organisat ion necess i ta te the 
deve lopment of a system of account ing for the associa ted men who 
are indispensable resources to an organisa t ion. For the last few 
decades , the account ing scenar io across the world is much 
concerned with the valuat ion of HR and repor t ing the same in the 
annual account ing s ta tements . The academicians as well as 
prac t i t ioners in the account ing world are deeply engrossed in the 
account ing issues and have shown an increasing interest in the 
appl ica t ion of models developed so far. Al though the techniques 
of measur ing HR and the latest developments on the issue are still 
in developing stage, the subject has created a widespread appeal . 
The third chapter of this study highl ights the var ious 
approaches to HR valuat ion. It concentrates on a number of 
valuat ion models which have been developed over the last three 
decades or so. These models of HR valuat ion have been broadly 
divided into monetary and non-monetary and monetary models . 
Eminent scholars like Lev and Shwartz, Rensis Liker t , Hekimian 
and Jones , David Watson, Jaggi & Lev, Giles and Robinsons , 
Morse , Pekin Ogan, Taylor and Bower, S.K. Chakrobar ty , Das 
Gupta , S.M. Shukla, Sunil Maheshwari etc. have given their 
models of valuat ion of HR. But it has been observed that there is 
not even a s ingle model which fu l f i l s all the requ i rements of a 
model which could help in the process of HRD. Cer ta in models 
fai l to recognise the factors determining the value of HR whereas 
others have computa t ional complicat ions . 
The fourth chapter dwells upon the Human Resource 
Account ing Pract ices in Public Sector Companies in India where 
an has been made attempt to study the pat tern of HRA in 
Government run organisat ions . It has been observed that the 
Government of India took the ini t iat ive way back in 1968, by 
issuing the guidel ines for incorporat ing the required informat ion 
in the Annual Reports of the Public Sector Enterpr ises . The 
relevant guidel ines relat ing to HR are reproduced below: 
• Employee- employer relat ions, str ikes, lockouts , incent ive 
schemes, t ra ining, etc. 
• Staff wel fa re act ivi t ies like township, educat ion, health 
faci l i t ies etc. 
The above informat ion can be called as part of HR 
account ing in format ion . Many publ ic sector en terpr i ses are 
disclosing this informat ion as part of the Annual Repor t . Some of 
the companies have also ventured to value the HR which they 
disclose in the Annual Reports . Such organisat ions were ident i f ied 
af ter scanning their Annual Reports f rom the year 1985-86 
onwards . The computa t ion of values of HR in these companies is 
based mainly on Lev and Schwartz model . 
The survey of several public sector enterpr ises reveals that a 
number of enterpr ises have been valuing their HR but, at same 
t ime, there are certain PSEs which have discont inued the pract ice 
af ter adopt ing it for a year or so. On the whole , it would be 
improper to assume that majori ty of the public sector enterpr ises 
which started HR valuat ion are still cont inuing the prac t ice . 
Out of f ive top ranking public sector enterpr ises namely, 
BHEL, MMTC, SAIL. ONGC. and NTPC selected as sample 
companies for the assessment of HRA pract ices in India, all are 
not cont inuing the practices of HR valuat ion. It is surpr i s ing to 
note that the first three companies have discont inued the pract ice 
of HR valuat ion. Now only ONGC and NTPC evaluate their 
employees using Lev and Schwartz model of HR valuat ion and 
also report the same in the financial s tatements . 
For making a comparat ive analysis of HRA prac t ices in 
publ ic and pr ivate sectors, the f i f th chapter endeavours to assess 
the appl ica t ion of HRA pract ices in Indian Pr ivate Sector 
Companies . Two companies Infosys Technologies Ltd and Satyam 
Computers Services Ltd from Indian corporate sector were 
selected for the study of applicat ion of HRA pract ices in this 
sector and were considered as an appropriate number f rom the 
point of view of comparabil i ty. It has been observed f rom the 
survey and study of f inancial s tatements of these companies that 
both the companies have not only been regularly eva lua t ing their 
human assets but also report ing their values in f inancia l 
s ta tements . There has been s ignif icant increase in the number of 
employees and in their values as well . 
However , on the plea of r ighsis ing, the government has 
o f f e red the Voluntary Retirement Scheme (VRS) for publ ic sector 
employees . Consequent ly , the number of employees has decreased 
in almost all publ ic sectors companies . The sample units are not 
an except ion. This is. undoubtedly, in the interest of publ ic sector 
enterpr ises as one of the reasons for poor per formance of public 
sector companies has been over-s ta f f ing due to poli t ical 
in te r fe rences in them. The rat ional isat ion will, thus, help to 
present a better picture and image of public sector companies in 
India. 
The main f indings of the study, as emerging f rom the 
fo regoing analysis of HRA practices in Indian companies , clearly 
indicate that HRA has not been introduced so far as a system in 
India. The Indian Companies Act, 1956 does not require fu rn i sh ing 
of any s igni f icant information about human resources in f inancial 
s ta tements of companies . 
Moreover , the Insti tute of Chartered Accountants of India 
( ICAI) has so far issued 29 Account ing Standards on d i f f e ren t 
technical aspects of accounting but it has not been able to bring 
any def in i t ive account ing standard for measurement and repor t ing 
of cost and value of HR of an organisat ion. 
HRA is necessary to disclose what is happening to the 
energy of human beings and what is their value for management , 
and to f ind out the productivi ty of investment on human beings in 
an organisa t ion . It is the scaling tool that generates and reports 
quant i ta t ive control information about the contr ibut ion of HR for 
p romot ing industr ial product ivi ty . The applicat ion and use fu lness 
of HR measurement will largely depend on the fu ture e f fo r t s and 
exper iments to be made by pract icing managers , accountan ts and 
academic ians . The appl icat ion of HRA, to be e f f ec t ive , will also 
need support f rom the profess ional bodies and Government . 
In the absence of HRA, the management may not real ise the 
nega t ive e f fec t s of certain programmes aimed at improving prof i t s 
in the short-run. Such programmes may result in decreased value 
of human assets due to fall in the product ivi ty levels , high labour 
turnover , low morale , etc. Undoubtedly success of an organisa t ion 
very much depends on the quality of workforce at all levels . The 
success stories of BHEL, ITC, Hindustan Lever , Larsen & Turbo, 
Infosys Technologies Ltd., Satyam Computer Services Ltd. and 
several other enterpr ises are largely due to the emphas is on HRD. 
It is noted, a f te r going through the latest l i te ra ture on the 
subjec t and pract ices of HR informat ion , that there is no 
un i formi ty in profess iona l areas as to which in format ion must be 
provided in f inancia l s ta tements . Also, there is a wide gap in 
d isc losure of HR informat ion in the f inancia l s ta tements of 
d i f f e ren t companies . In addit ion to the a fo rement ioned general 
remarks , there are some speci f ic f indings of this study with regard 
to HRA pract ices of all sample companies . These par t icular 
f ind ings are as fo l lows: 
The BHEL, SAIL and MMTC evaluated their HR on the basis 
of the Lev and Schwartz model. Moreover , BHEL provided 
detai led HR informat ion in the Annual Reports till the year 1992-
93 only. But f rom 1993-94 onwards the valuat ion of HR has been 
d iscont inued. Now, only brief HR informat ion and human cost 
summary is publ i shed in Annual Reports of BHEL. SAIL also 
sailed in the same boat upto the year 1993-94 and the rea f te r the 
pract ice of valuat ion has been given up. It is now repor t ing only 
l imited in format ion on HR. It has discont inued the va luat ion of 
HR in f inancia l s ta tements . The MMTC has also jo ined the race 
with e f f ec t f rom 1998-99. The categorisat ion of employees in all 
these three companies has been condensed ever s ince they 
d iscont inued the HR valuat ion. Thus, now only 2 sample publ ic 
sector companies out of total of 5 surveyed for the study are 
eva lua t ing their HR and furnishing this informat ion in f inancia l 
s ta tements . On personal query, the enterpr ises which d iscont inued 
the HRA pract ice , told the scholar that now only re levant 
d isc losure is made in f inancial s ta tement . Excess ive human 
disc losure is not at all binding either under the Indian Companies 
Act, 1956 or under the requirements of any other Account ing 
Body. Apar t f rom this, the of f ic ia l s also told that publ ica t ion of 
detai led HR informat ion made their Annual Reports bulky. It will 
also not be wrong to say that now the wave of l iberal isa t ion, 
pr ivat isa t ion and global isat ion is going to bury Indian Public 
Enterpr ises . These enterpr ises are gradually losing their own 
exis tence. Hence, their HR is also bound to su f fe r . It is evident 
f rom the fact that not only the number of the employees in all 
publ ic sector companies has decreased but also there is regular 
take over of one or other enterprises by the pr iva te sector 
enterpr ises . 
On the contrary, private sector in India has become an 
emerging sector with regard to disclosure of adequate informat ion 
regarding human resources . Due to ever expanding deve lopment , 
the number of employees is increasing in pr ivate sector in India. It 
is evident from the survey of two private sector companies , 
namely, Infosys Technologies Ltd. and Satyam Computers 
Services Ltd. where the number of employees has been increas ing 
cont inuously . The value of employees is also mul t ip ly ing each 
year . Both the sample companies have been d isc los ing adequate 
informat ion of HR in their Annual Reports . 
It has also been observed that, in genera l , t radi t ional , 
accountants have paid greater at tention to money, mater ial , 
machinery and other physical resources in enterpr ise account ing as 
compared to HR. Whatever is spent on acquis i t ion, t ra ining and 
development , maintaining, placement , t ransfer , rep lacement etc of 
HR by a firm has been generally treated as revenue expense by the 
accountants . No part of the cost of HR is general ly capi ta l ised and 
shown on a Balance Sheet as an Asset . They have always been 
very conserva t ive in their approach towards treatment of HR. But, 
s imul taneously it is not wholly true to say that they have 
complete ly fa i led to recognise the value of HR. The study reveals 
the need for modi f ica t ions and improvements in the present system 
of HRA. Some of the useful suggest ions are listed below: 
Firs t ly , greater awareness should be developed in repor t ing 
of human resource informat ion, appropriate methods must be 
evolved for repor t ing human resource information to make 
organisa t ion social ly responsible and accountable . 
Secondly, the accountants should asset ise the his tor ical costs 
and amort ise these on the basis of expected service per iod based 
on ' g r o u p ' p robabi l i t i es of staying with the f irm. 
Thirdly , the accountants should seriously recons ider the 
exis t ing t rea tment of goodwil l . Valuation of goodwil l should not 
be based on the net prof i t only. The factors a f f ec t ing goodwil l 
should be separate ly ident i f ied , suitably grouped and valuat ion of 
each fac tor group should be separately made. The grouping may be 
as internal human resources; external human resources ; cus tomers 
and others fac tors like special l icense, trade mark, s trategic 
locat ional advantage , etc. 
Fourthly , as there is not a single model which fu l f i l s all the 
requi rements of a model which could help in the process of HRD, 
there is an urgent need for great deal of research with regard to 
evolving a system of accounting for HR wiiicli could be of 
cons iderable help in the process of HRD. However , it has been 
recognised that HRA throughout the world is still in its infancy. 
Fur ther researches in the field of macro perspec t ive of HRA, 
formula t ion of HR per formance s tandards in the light of corpora te 
goals ; the development of usable systems and procedures of HRA; 
the adaptat ion of human asset accounting to the adminis t ra t ion of 
product iv i ty programmes and incentive systems, etc. are urgently 
needed. 
Fi f th ly , as the HRA helps in making goal or iented 
manager ia l and investment decis ions, the Inst i tute of Chartered 
Accountan ts of India should make HR valuat ion in the Annual 
Repor ts mandatory by issuing a sui table Account ing Standard or 
Sect ion 217(2A) of Indian Companies Act, 1956 should be 
amended to make it compulsory on the part of all companies 
having a par t icular amount of share capital to evaluate their human 
assets and report the same in the Annual Reports . 
Sixthly, HR should be regarded as an inseparable part of the 
account ing system. They should be treated as an asset like other 
f inancia l and physical assets. It will be poss ible only when 
companies not only value them but also incorpora te that in the 
f inancia l s ta tement at least in the form of supplementary 
s ta tement . 
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Seventhly , e f fo r t s should be to evaluate on the 
basis of their 'ne t cont r ibut ion ' to the count of 
the company. This can be done by way of es t imat ion of net 
cont r ibut ion f rom one year to other af ter making necessary 
ad jus tmen t s of pr ice f luctuat ions during evaluat ion per iod , 
pol ic ies of the government etc. 
F inal ly , it is suggested that managements in genera l , and 
accountan ts in par t icular , should pay adequate a t tent ion towards 
the s t renght ing of the HR report ing system with a view to cater ing 
to the in format ion requirement of a cross-sect ion of the society in 
the l ight of fast changing socio-economic and legal env i ronment . 
Indeed, HRA is emerging as a new concept to asses value of 
HR involved in product ion and service of an organisa t ion . The 
non-d i sc losure of HR informat ion will have a negat ive impact on 
the dec is ions of several part ies to the enterpr ise inc luding the 
investors . Undoubtedly , in the absence of any legal en fo rcemen t 
there is no compuls ion or motivat ing force behind the adopt ion of 
HRA prac t ices in Indian companies except image bui ld ing and 
fasc ina t ion towards the latest account ing system. It is s incerely 
hoped that in the years to come this aspect would be re f lec ted in 
the f inancia l s ta tements of all the organisat ions and its re levance 
and scope would be recognised by all concerned. 
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INTRODUCTION 
Human resources of the enterprise are its most important 
asset, because without human resources other fac tors of product ion 
cannot be ut i l ised. Thus, this feature of the human asset p laces the 
human resources at a higher level than the non-human assets . 
There fore , the investment on human resources has become an 
important factor in accounting systems. In fact , in the present 
account ing system, the investment on human resources is 
considered as only revenue expendi ture and not as capital 
expendi ture . Hence, the amount invested on human resources is 
not shown in the balance sheet along with other assets . This 
def ic iency can be very well ract i f ied through the concept of 
Human Resource Account ing (HRA). The concept of HRA implies : 
(a) Valuat ion of human resources as organisa t ional assets ; 
(b) Recording the valuat ion in the books of accounts ; and 
(c) Present ing the informat ion in the f inancial s ta tements that 
can be used while making decisions. 
Though the other physical assets get value when they are 
combined with human resources, the accountants have not 
recognised the human assets as the prime asset of the organisa t ion . 
Yet the top managements always remark consc ious ly or 
unconsciously that, ' the people are our most important a s se t s ' . 
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While small items like furni ture are valued and put on the 
balance sheet, the acquisition and development cost of human 
resources go unnoticed. An enterprise is investing large sums of 
money in developing the human resources but this is not ref lected 
in the balance sheet. The only resource of a business which is not 
presented in monetary terms is human resources which includes 
acquisi t ion cost, training cost and the cost concerned with the 
developing the capability, morale and productivity of the 
employee. If accounting is to provide a meaningful information 
about the state of af fa i rs of a company, it must develop standards 
to measure the value of human resources both for f inancial 
report ing and for aiding managerial decision making. 
HRA is proposed by its advocates as a logical and s ignif icant 
extension of the scope of enterprise accounting. It is the process 
of measur ing and reporting the human dynamics of an 
organisat ion. It is the assessment of the condition of human 
resources within an organisation and the measurement of the 
change in this condition through time which matters a lot not only 
for the management and the employees but for the society as a 
whole. HRA is the process of providing information about 
individuals and groups of individuals within an organisat ion to 
decision makers both inside and outside the organisat ion. It 
involves the concept of human resources as assets, determines 
invested costs and related cost expiration and in some instances 
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estimates and provides surveil lance over economic value of the 
human organisation. 
Though s ignif icance of human resources in an organisation 
or at the enterprise level has been recognized in accounting 
li terature throughout history, the accounting process has been 
limited largely to f inancial and physical resources. It was not until 
the early 1960's that specif ic suggestions started to appear for 
inclusion of human resource representat ion in rout ine assessments 
of enterprise condition or within the s t ructure of accounting 
systems of enterprises. During the past two decades emphasis on 
recruit ing, training, employee motivation and work environment, 
and on the use of employee atti tude and percept ion surveys, attest 
to the increasing, recognition of the role of human resources in 
organisat ional ef fect iveness . Substantial ident i f iable outlays in 
these areas may account, in part, for the increasing considerat ion 
of accountant ' s involvement in this new subject of human resource 
accounting. 
Therefore , it was necessary to study the applicat ion of HRA 
in Indian industries. It is in this backdrop that the present study 
has been undertaken to examine the human resource accounting 
practices in Indian companies. 
O b j e c t i v e s of the S tudy 
The principal object ive of the study is to present to the 
accountants some thoughts in human resource account ing which 
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may provide a basis for financial reporting purposes and using it 
for managerial decision making. The research project also aims at 
making a comparative study of human resource accounting 
pract ices in the public and private sector companies of India. The 
fol lowing are some of the specif ic object ives of the study: 
1. To make a survey of available l i terature on the subject as a 
whole. 
2. To review the conceptual f ramework of human resource 
accounting at length. 
3. To highlight the various monetary and non-monetary models 
of human resource accounting. 
4. To examine the application and progress of human resource 
accounting in public sector companies in India. 
5. To study the application of human resource accounting 
practices in private sector companies in India. 
6. To suggest guidelines and recommend a long range strategy 
to adopt human resource accounting in Indian companies . 
S c o p e of the S tudy 
The present work is an analytical survey of Human Resource 
Account ing Practices in Indian Companies . In this study, the 
meaning of accounting is taken in the sense of an information 
system. As such, the present thesis covers the issues relat ing to 
collection, compilat ion, presentat ion, analysis and interpretat ion 
of data regarding human asset. 
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The study evaluates the exist ing accounting practices in 
respect of expenditure on human resources. More specif ical ly, the 
study examines the accounting treatment regarding conducting 
interviews, and training and development . It is a micro level study 
of selected public and private sector companies of India. 
Moreover, the study also examines the per formance of human 
resources in terms of profi tabi l i ty , investment, costs and benefi ts . 
Eventually, an attempt has also been made to evaluate the 
per formance of human asset. The public and pr ivate sector 
enterprises selected for the study are: 
Public Sector Companies:-
1. National Thermal Power Corporat ion Ltd. (NTPC). 
2. Bharat Heavy Electricals Ltd. (BHEL). 
3. Steel Authority of India Ltd. (SAIL). 
4. Oil and Natural Gas Corporat ion (ONGC). 
5. Minerals and Metals Trading Corporat ion of India Ltd. 
(MMTC). 
Private Sector Companies:-
1. Infosys Technologies Ltd. (ITL). 
2. Satyam Computer Services Ltd. 
H y p o t h e s e s 
The present study is based on the hypotheses that Indian 
companies consider human resource as an asset of the organisation 
and incur expenses of capital nature on acquir ing, developing and 
retaining human resources apart from incurring revenue 
expenditure on them. To prove the basic assumption and 
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invest igate the objectives, the following specif ic hypotheses have 
been tested: 
1. The Indian companies intend to retain the exist ing human 
resources until their useful service life expires. 
2. There is a posit ive relationship between the human resources 
to remain in the organisation and the e f for t s of the 
companies to retain them. 
3. There is a posit ive relat ionship between human resource 
development by the companies and the benef i t s accruing 
from such effor ts . 
4. The accounting treatment of cost incurred on acquisi t ion of 
human resources neither complies nor sat isf ies the principle 
of matching of cost and revenue. 
5. The accounting treatment of cost incurred in retaining the 
human resources is not compatible with the matching 
principle of cost and revenue. 
R e s e a r c h D e s i g n 
The Indian industrial sector is divided into d i f ferent sectors, 
viz. , organised sector (Publ ic /Pr ivate/Cooperat ive) and decentral ised 
sector. This study refers only to the organized sector of which public 
and private sectors are considered as most important segments. 
However, one of the best method of the study would have been to 
make a survey of human resource accounting pract ices in all the 
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Indian companies. But this would iiave been a very large and time 
consuming project . It was. therefore, decided to use the sampling 
method. A sample of seven companies was considered as the modest 
number from the point of view of feasibili ty of time and cost. It is 
worth mentioning that out of seven companies, two companies hail 
f rom Indian private corporate sector and the remaining f ive belong to 
the public sector. Moreover, the researcher also made an opinion 
survey of executives of some organisations in order to explore their 
views on what they feel about the presentat ion of information 
regarding human valuation in their financial s ta tements . These 
interviews undoubtedly have provided much needed information to 
make this study more comprehensive and purposeful . 
R e s e a r c h M e t h o d o l o g y 
The present work is based on published and unpubl ished data 
collected from both primary and secondary sources . All the 
informat ion based on primary data has been col lected through 
structured questionnaire and personal interviews of execut ives of 
the companies selected on simple random sampling basis. The 
major chunk of the portion based on the secondary data has been 
obtained from annual reports of the selected companies, 
government publications. newspapers, journals , magazines, 
unpublished Ph.D. theses. M.Phil Dissertat ions, d i f fe ren t websites, 
books, statements etc. FinalU. all the informat ion and data 
Introduction 
collected are analyzed and important inferences have been drawn 
from them. 
L i m i t a t i o n s of the S tudy 
The present study covers various aspects related to the 
application of human resource accounting practices in Indian 
companies both in public and private sectors. The researcher has 
been particularly anxious to cover all important aspects of human 
resource accounting with maximum degree of thoroughness, so as 
to make this study more useful and result oriented. But in this 
earnest endeavour, the researcher had to experience various 
di f f icul t ies of a serious nature at all stages of the survey and 
enquiry. 
Firstly, in view of the limited literature avai lable on human 
resource accounting and also due to ever increasing concern for 
human resources in products, productive resources, employment 
and economic development, the present study is full of many 
limitations which are usually inherent in a research project of this 
nature. Despite these l imitations the researcher tried her best to 
ahead with the project . This helped her in point ing out the 
precautions to be observed in analysing the data and drawing 
logical conclusions and making sensible recommendat ions . 
Secondly, though many companies have been using human 
resource valuation in their financial statements yet due to time and 
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money constraints it could not become possible to assess all of 
them. 
Thirdly, there was lack on the part of managerial s taff of the 
companies to supply adequate information to jump to important 
conclusions . 
Many companies even did not respond to her request for 
supplying the required information. Even government companies 
did not supply annual reports of several years which could have 
helped her in knowing the trend. Even as it is, the study brings 
within its fold almost all vital issues relat ing to applicat ion of 
human resource accounting practices in Indian companies within 
the boundaries of available data. 
Above all, the study has taken into account for invest igat ion 
only those variables which can be measured in terms of money for 
accounting t reatment such as emoluments and the perquis i tes . This 
l imitat ion is necessary because it is the limitation of f inancial 
account ing too for the sake of objectivity and ver i f iabi l i ty . 
P l a n of the S t u d y 
The study has been divided into six broad chapters so as to 
highlight the main aspects of the probe as well as its related 
issues: 
> The first chapter is an introduction of the entire research 
project . It is also devoted to review some of the existing 
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empirical researches undertaken by eminent experts in the 
field of HRA. 
> The second chapter is devoted to the study of the basic 
concepts of human resource accounting, the underlying 
principles of human resource account ing, origin and 
background of human resource accounting, l imitat ions and 
s ignif icance of human resource accounting. It also deals with 
the views of accountants and execut ives regarding the 
application of HRA in financial s tatements. 
> The third chapter reviews the various models of human 
resource accounting prevalent in India and abroad. 
> In fourth chapter an effor t has been made to examine 
critically the human resource accounting pract ices in Indian 
public sector companies. 
> The f i f th chapter analyses the application of human resource 
accounting practices in selected private sector companies in 
India. 
> The sixth and last chapter presents the summary and f indings 
of the entire research project . It also provides suggest ions 
and recommendat ions for the application of human resource 
accounting in Indian companies in the global ized Indian 
economy for parity at international level. 
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R e v i e w of L i t e r a t u r e 
The present chapter, an introduction of the entire research 
project will remain incomplete if various studies conducted in the 
field of human resource accounting are not taken into account. 
Thus, in the fol lowing pages an attempt has been to review some 
of the important studies conducted by various researchers in this 
f ield in India and even in foreign countries. 
Paton (1952) ' in his book, "Accounting Theory", referred to 
people as assets. He stated that in the business enterprise, a well 
organised and loyal personnel may be more important "assets" 
than a stock of merchandise. At least there seems to be no way of 
measur ing such factor in terms of the dollar they cannot be 
recognised as specif ic economic assets. But le t ' s not, accordingly 
admit the serious limitation of the conventional balance sheet as a 
statement of f inancial condition. 
Argyris (1953)^ in his article entitled, "Human Problems 
with Budgets" , has concluded that the progress of the enterprise 
itself is the product of human activity. He has also pointed out that 
most of the company failures are because of the otherwise 
per formance of people who constitute the enterprise. 
Rao (1954)^ opined in his published research project 
enti t led, "Human Resource Accounting", that HRA is a means of 
measuring the cost and value of people. It is one of the neoteric 
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developments in the area of accounting. Though a good amount of 
research has been rapidly accumulated in the science of human 
resource management, the measurement aspect of human resource 
is touched very peripherally. The framework of human resource 
accounting is concerned with the effor t of the accounting research 
to prepare human resource investment and value analysis for 
managerial planning and control. 
In the process of t ransforming the human inputs, a great deal 
of dynanism is required to deal with the delicacy and vitality of 
human attitudes and ambitions in relation to the work requirements 
and job prospects. Here, the concept of productivi ty comes into 
operat ion. It emphasizes the role of human resource as a critical 
factor to accomplish the production programmes in congruence 
with the corporate goals. The course of action may be identif ied 
with acquiring, training, developing, al locating, ut i l izing, 
evaluating, compensat ing and handling of people. The human 
output can be recognised as the manual or mental , creative or 
technical services rendered by the employees. Very often the 
ef fec t iveness of human resource system would directly or 
indirectly interact with the ef fect iveness of the total system. HRA 
is the need of the day to measure the human input/output 
behaviour and to provide useful information for human resource 
planning and control operations. 
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Paton (1962)'* in his booic on "Account ing Theory", 
expressed the opinion that people are important asset of the 
organisat ion. He defined asset as any consideration owned by a 
firm and its value to that enterprise . His alternative notion of asset 
is that a factor of product ion, which has not yet reached the point 
in the business process where it may be correctly treated as 'Cost 
of Sales ' or expenses. 
Brummet, Flamholtz and Pyle (1968)^ in their article 
"Human Resource Measurement - A Challenge for Accountants" , 
stated that the essential cri terion for determining whether a cost is 
an "asset" or an "expense" relates to the notion of future service 
potential . Thus the human resource costs, incurred by the firm in 
obtaining services with the object ive of deriving future benefi ts , 
can be classif ied as ei ther assets or expenses. They should be 
treated as expenses in the periods in which benef i ts result . If these 
benefi ts relates to a fu ture time period they should be treated as 
assets. 
Burns (1970)^ carried out a study of the "Behavioural 
Aspects of Account ing Data For Performance Evaluat ion". He 
found that human resource account ing is an attempt to identify and 
report investment made in resource of the organisat ion that are not 
presently accounted for under conventional accounting practice. 
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Flamholtz (1972)^ in his another publicat ion, "Towards A 
Theory of Human Resource Value in Formal Organisa t ions" , 
presented a model which according to him is a first step toward a 
theory of human resource value in formal organisat ions . This 
theory seems to have relevance to account ing ' s objec t ives of 
measur ing and reporting information for decis ion-making, 
management of human resources, custodianship of human 
resources and social controls over the uti l izat ion of people . Thus 
the model can potentially help enlarge the scope of account ing in 
accordance with the recommendations in a statement of basic 
Account ing theory. 
There are, of course, some limitations involved in the model . 
First , the mode l ' s scope is restricted to the nature and 
determinat ions of an individual ' s value to an organisat ion. Thus it 
should not be inferred that the model purports to explain the value 
of groups of people in formal organisat ions. Similarly it should 
not be inferred that the model purports to fully explain the nature 
of an indiv idual ' s value, Future research may f ind that other 
variables should be included or that present variables are 
unnecessary. Similarly, the validity of the hypothesised relat ions 
among the variables needs to be assessed. These are empirical 
quest ions. 
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The model treats an individual ' s value as an independent or 
marginal phenomenon. The validity of this treatment upon several 
variables including the nature of the organisat ion and the degree 
of interdependence of organisat ional roles. Accordingly, this 
model does not fully taken into account the dynamic aspects of 
organisational phenomena. For example, an individual ' s 
promotabil i ty may be determined not only by his own skills, 
activation level and expected service potential but also by the 
promotabil i ty of others. 
These limitations suggest the need for fur ther research on 
this complex problem. In the meantime, it is hoped that the model 
provides a useful preliminary f ramework for analysing and 
understanding the nature and determinates of a pe r son ' s value to 
an organisat ions, and that if makes a contr ibut ion toward the 
development of a very necessary theory of value of an 
organisa t ion ' s human resources. 
"Report of the Committee on Account ing for Human 
Resources" (1974)^ pointed out that the models and methods of 
human resource valuation must be subjected to empirical testing. 
Because of the nature of human resource management problems. It 
is required to demonstrate both the feasibi l i ty of HRA and its 
ef fects on att i tudes and behaviour. Actual organisat ions must 
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begin to use HRA concept and systems and condit ions which are 
ef fec t ive and ineffect ive and perhaps useless. 
Perhaps the most important task facing those who wish to 
advance work in accounting for human resources stems from the 
necessity to demonstrate the usefulness of HRA systems. Unless 
empirical data from organisations using HRA systems are 
collected, analyzed and published, the at t ract iveness of current 
theoretical arguments for HRA may soon lose their glamour. 
Flomholtz (1974)^ in his another book enti t led, "Human 
Resource Accounting", discussed that it involves measuring the 
costs incurred by business firms and other organisat ions to recruit , 
select, train and develop human assets. He fur ther pointed out that 
the primary objective of accounting for human resources is to help 
faci l i tate the effect ive and eff ic ient management of people. 
Hendricks (1976) '° in his study enti t led, "The Impact of 
Human Resource Accounting Information on Stock Investment 
Decisions : An Empirical study", examined the impact of HRA 
information on stock investment decisions and the reasons thereof . 
He used accounting and finance students at a large mid western 
University in the United States. Some of the students were 
business persons, taking the finance course in the evening. All the 
subjects had a high level of sophist icat ion in f inance and 
accounting. The subjects were required to make two stock 
16 
Introduction 
investment/capital allocation decisions, one with and one without 
human resource cost data. The di f ferences in the two decisions 
were statistically s ignif icant , based upon a d i f ference of correlated 
means t- test. Hendricks found a signif icant correlat ion between 
the decisions, d i f ference measure and the subjects age and work 
experience, he was unable to establish such re la t ionship among 
other demographic and personali ty variables. 
Schwan ( 1 9 7 6 ) " in his paper entitled "The Ef fec t of Human 
Resource Accounting Data on Financial Decisions : An Empirical 
Test", considered the ef fec ts of human resource cost measures on 
decision making by bankers. He found that the inclusion of human 
resource accounting data in published financial s ta tements resulted 
in (1) Signif icant ly d i f ferent ratings of managements preparedness 
to meet future challenges and opportunit ies and (2) statist ically 
d i f ferent predictions of a firms net income. 
Flamholtz (1976)'^ has pointed out in his study, "The Impact 
of Human Resource Valuation on Management Decis ions : A 
Laboratory Experiment" , that there is a d i f fe rence in decisions 
between tradit ional information and human resource accounting 
informat ion, but no d i f ference between monetary/non-monetary 
human resource accounting information. 
Tomassini (1976)'^ in his paper identified three categories of 
variable which may impact the extent to which a system of HRA is 
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accepted and is effect ive. These categories include at tr ibutes of 
the informat ion in the system, organisational at tr ibutes such as the 
task environment, the management control system and 
organisat ional goals and rewards and individual at t r ibutes which 
cover aspects such as the individual cognit ive informat ion 
process ing and overt behaviour. He developed a series of 
proposi t ions which purports to explain how HRA system is 
dependent upon these variables. Incorporat ing F lamhol tz ' s 
"hierarchy of information measurement" concept , Tomassini 
provides a s ignif icant impetus to direct future research in an area 
of HRA. 
Trotman (1979)*'^ in his study of 100 largest companies of 
Austral ia indicated that social responsibil i ty and human resources 
discloures have increased consistently from 26% in 1967 to 48% in 
1972 to 69% in 1977 and 79% in 1980 even though it is purely 
voluntary. This proves the increasing concern of corporate world 
about disclosing information about human resources which is 
lacking in India. 
Sharma (1979)'^ in his paper entitled, "Need for Developing 
Human Resource Accounting'", highlighted, that HRA is very 
s ignif icant in India because on one hand the human resources are 
in abundance while on the other hand there is acute shortage of 
skilled and technically qualif ied people. In a technology oriented 
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society, tiiat India is emerging, human resources cannot be 
ignored. They need to be groomed and trained for being ef fec t ive 
and ef f ic ient to achieve sustained growth of product ion and 
product ivi ty. So that, an imperative need is now felt for human 
resource accounting. 
Ravishankar and Mishra (1985)'^ in their study tit led, 
"Management of Human Resources in Public Enterpr ise" , provided 
an understanding of the system of H.R.M. rather than merely the 
activit ies assigned to those who provides various personnel 
services for e f fec t ive public enterprise management . They also 
gave a balanced and comprehensive grasp of the concept , problem, 
approaches and strategies of HRM. 
Dave (1987) '^ in his paper entit led, "Towards a 
Comprehensive Model for Human Resources Account ing" , pointed 
out that once human asset is valued, it is one of the s ignif icant 
aspects in human resource accounting. It has been suggested by 
him that how it should be shown in the balance sheet . According 
to him, it can be shown as some extra informat ion below the 
balance sheet or it can form part of double entry system. Due to 
some legal restr ict ions it is shown separately as unaudi ted data in 
the balance sheet. There it is shown as an asset though it is not 
forming part of accounts. Some treat it as f ixed assets or 
investments but it should form a separate category at it can not 
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match with any other category. Human resource is an asset 
forming its own category and therefore, its merits hold display 
under the heading - Human Resources. 
A research paper entitled, "Human Resource Account ing 
With Special Reference to India", published by Bose (1989) '^ 
highl ighted that in the coming century human assets would be 
ref lec ted in the f inancial statements of the organisa t ions and its 
re levance and scope would be recognised. He observed that the 
concept for human resource is still at the exper imental and 
developmental stage; very few firms in developed nat ions have 
introduced it in their respective organisation. HRA is still new and 
much addit ional research will be necessary before it can be 
applied universally. 
Bardia (1989) '^ in his paper entit led, "Human Resource 
Account ing" , pointed out that several internal and external 
manmade factors lead to gradual deteriorat ion of the e f f ic iency 
and product ivi ty of the human resources of Indian enterpr ises . Had 
there been some attempt to systematically measure and report the 
'deprec ia t ion or apprecia t ion ' of human resources, the quali ty of 
management would have certainly improved. The author fur ther 
maintained that the practical use of human resource account ing 
will be an invaluable contribution of accountancy to business and 
industry in this context. 
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Katiyar (1991)^° in his paper, "Human Resource Accounting 
- Profess ional Stance In India", explains that the accountants have 
given every jus t ice for physical resources and f inancial resources 
of business entities as far as their accounting treatment is 
concerned, due recognit ion has not been given on accommodat ing 
some standard account ing procedures and treatments on human 
resources. In India human resource accounting has not been 
introduced so far as a system. The companies Act, 1956 does not 
require furnishing of any signif icant information about human 
resources in f inancial statements of companies. The Insti tutes of 
Chartered Accountants of India (ICAI) has issued several 
account ing standards on di f ferent technical subjects of accounting 
but it has not been able to bring any definit ive accounting standard 
for measurement and report ing of cost and value of human 
resources of an organisat ion. The existing accounting standards 
fully support the adoption of human resource accounting for the 
purpose of meeting their own requirements in true sense. The 
result of non-disclosure of human resources cost and value 
informat ion in f inancial statements of business enterprises has 
been that f inancial s tatements do not reveal any quanti tat ive 
informat ion on human resources side and the statement of a f fa i rs 
is improperly reported to di f ferent authorit ies. 
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Shankariaah, Sudarshan and Sarma (1992)^' designed a study 
of "Human Resource Accounting in Public Sector: An Appraisa l" . 
They highlighted that the application and usefu lness of HRA 
depends on the future effor ts and experiments to be made by 
pract ic ing managers, accountants and academicians. There is no 
motivat ing force behind the adoption of HRA except image 
building and fascination towards the latest account ing systems. 
Therefore , the application of HRA needs supports f rom the 
profess ional bodies and Government. 
, Vashisht (1993)^^ in his research paper, "Account ing for 
Human Resource Development", stated that there is not even a 
single model which fulf i ls all the requirements of a model which 
could help in the process of HRA. Certain models fai ls to 
recognise the factors determining the value of human resources 
whereas others have computational problems. Therefore , there is a 
need for great deal of research with regard to evolving a system of 
account ing for human resources which could be considerable help 
in the process of human resource development. 
- Rao ( 1 9 9 3 ) " in his book entitled, "Management of Human 
Assets" , threw light on the complexities of managing human being 
in the present day organisations. The various aspects of personnel 
management in relation to small scale units operat ing in industrial 
estates have been presented initially fol lowed by theoretical 
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presentat ion on personnel management. Di f fe ren t aspects of 
t raining, organisational development, employee coordinat ing 
act ivi t ies have also been put to close examinat ion. It also 
at tempted to find out how do employee related act ivi t ies f lourish 
in various other sectors like urban government , co-operat ives , 
informal sector and small scale sectors. 
"The Lev and Schwartz Model of Human Resource 
Account ing: A Perspect ive", published in (1993)^ ' by Gupta 
pointed out that the Lev and Schwartz have been strongly on an 
unreal is t ic assumption of not considering the possibi l i ty of an 
employees leaving the organisation prior re t i rement . The paper 
at tempted to provide a different interpretation of the model stating 
that Lev and Schwartz by suggesting the use of 'person spec i f i c ' 
discount rate, have implicitly considered the possibi l i ty of leaving 
the organisat ion. 
Luther (1995)^^ has conducted study of "Resource 
Management - Career Development". He found that the growing 
demand for right type of personnel in an organisat ion is 
t remendous due to changing economic scenario in India. The 
organisat ions are becoming international in their operat ions and 
perspect ive . To withstand the international competi t ion apart from 
local competi t ion organisation should develop quali ty, cost 
consciousness and productivity and no doubt that human resources 
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planning and career development are two pillars in which the 
organisat ions stand strongly. 
Murty (1995)^^ conducted a study of "Human Resource 
Management and Accounting in Construction Industry". He has 
rightly observed that the management accountants in construct ion 
companies should realise that the time is ripe to break the ice and 
start introducing HRA in the companies they work. As the oddities 
are more in this task, the introduction of HRA requires detai led 
planning, sustained efforts and longer time to implement . The 
profess ional bodies like the Institute of Cost and Works 
Accountants of India (ICWAI), Calcutta, and the National Inst i tute 
of Construction Management and Research, Bombay, should also 
think about it and guide the construction companies in imbibing 
this modern tool of Management. 
. Gupta (1997)^^ in his paper entitled, "Valuat ion of 
Intellectual Assets and Human Resource Account ing" , focused on 
the methodology adopted by some of the orgnisat ions to value 
their intellectual assets and extends the same methodology to 
value the human resources associate with the creation of such 
intellectual assets. Intellectual assets are judgmental to the growth 
and value of an enterprise in the current globally competi t ive 
environment. 
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Sudarshan and Anjancyulu (1997)^^ conducted a case study 
of "Human Resource Disclosure in Public Enterprises - A Study of 
Selected Public Enterprises in India". The main f inding of the 
study states that a majori ty of the central public enterprises have 
not been disclosing adequate information regarding human 
resources. Therefore , it has been suggested that the managements 
in general and accounting departments in part icular should pay 
adequate attention towards the strengthening of the human 
resources report ing system with a view to catering to the 
information requirement of a cross-section of the society in the 
light of the fast changing socio-economic and legal environment 
guiding the prosperity of business enterprises. 
Spieceland and Zaunbrecher (1997)^^ wrote a paper entit led, 
"The Usefulness of Human Resource Accounting in Personnel 
Select ion". They concluded that there is a relat ionship between 
use of informat ion and decision making. Human resource 
accounting information was used when tradit ional information was 
confus ing . 
Gurusamy (1998)^® in his article entitled, "Account ing and 
Report ing for Human Resources", measured that a proper reporting 
of human resource in the financial statements of a company will 
go a long way in giving a fair and complete view of the accounting 
information, infuse conf idence in the people working in the 
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organisat ion, boost their morale and help the management in 
fu l f i l l ing their social responsibili ty towards their own employees. 
Gupta (1999)^' in his another paper entit led, "Third Wave 
and Human Resource Accounting", highlighted that account ing is a 
social science and it has to respond to the expectat ions of the 
society. As the global system is gett ing a splash of ' th i rd wave ' 
the accounting system has to confront with intangible variables 
which were forbidden in the first and second wave accounting 
systems. One such important intangible variables happens to be 
the human resource. Human resource accounting at tempts to assign 
cost value figures to human resource using d i f ferent 
methodologies . However, value based methodology has found 
greater acceptance in India and aboard. 
Singh (1999)^^ in his paper entit led, "Human Capital 
Informat ion System", provides a new framework of management 
information system under the nomenclature of Human Capital 
Informat ion System (HCIS). The sub-system of HCIS have also 
been discussed to highlight the spectrum of HCIS. An at tempt has 
been made to overcome the l imitations of f inancial account ing, 
part icularly in the field of human asset, by providing compatible 
information pertaining to human asset/capital which can be 
integrated with the existing f inancial account ing informat ion 
system. There are many models that have been developed over the 
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last decade which the decision makers are unable to use due to 
lack of support from the MIS department on the issues related to 
human asset retention. Each model provides some kind of 
informat ion which can support decision making of an execut ive. 
Sonara (1999)^^ in his paper "Human Resource Repor t ing -
Pract ice and Problems in India", discussed that the companies Act 
1956 requires disclosure of only few informat ion ' s u/s 217 (2A) 
regarding employees. Relating to name, age, qual i f ica t ion , design 
and nature of duties, remuneration, date of commencement of 
employment , experience. Such details are required for employees 
in higher income group only as limit of remunerat ion was Rs. 
72000 p.a. which was increased to Rs. 1,44000 p.a. w.e . f . 15.6.88 
which was fur ther increased to Rs. 12,00,000 p.a. w.e . f . 25"" Oct, 
2000. Thus, it is not suff ic ient for disclosure of HRD hence, 
consider ing the great value attached to human resources , necessary 
and adequate provisions shall be made in the companies Act, 1956 
in order to make it obligatory for the companies to evaluate and 
report the human resources. The task of f inding out an appropria te 
methods of valuation of human resources to be uni formly fol lowed 
by all companies in India may be entrusted to an expert commit tee 
which may be formed for that purpose. This may be expected to 
enable more and more companies to come forward to account and 
report the value for human resource in their f inancial s ta tements . 
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Priem (2000)^"" in his article entitled, "Shortage of 
Executives Starts War For Talent", explain that at present human 
resource accounting is not followed by many concerns while it is a 
more important asset that any other tangible asset. Specially when 
demand for valuation of intellectual property and brand valuat ion 
is increasing which is simply extension of human resource 
accounting. There is no question that human capital is going to be 
more important to companies that financial capital in the fu ture . 
There has been a tremendous increase in mobility, 
Mathur (2000)'^ in his paper "Human Capital Is The Key", 
discussed that, high performance organisations have t ime and 
again proven that their success comes from good human resource 
management strategy. They must treat their human capital as the 
most important and valuable asset. He suggested that we should 
treat them as adults, as partners and with dignity and respect . 
Shankaramarayana (2000)"''' in his publicat ion ent i t led, 
"Pedagogical Paradigm for Human Resource Account ing: A Case 
for Consol idat ion", explained that the accounting treatment of 
resource to the organisation cannot be made in vacuum. The 
changed role of human resource to the organisation should get the 
required status in the balance sheet. Accounting for intangibles 
like goodwill appears in the balance-sheet . In the era of mergers 
and acquisi t ions, patenting for intellectual property right the 
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ignored asset, i.e. human resource should appear in the balance 
sheet. 
Anjaneyulu ( 2 0 0 0 ) " designed a study of, "HRA in Selected 
Central Public Enterprises of India", In his paper he pointed out 
that a substantial amount is expended by Public Enterprises on 
recrui tment , selection, training and development and the benefi ts 
to employees, no organised and systematic e f for t s is made so far 
to collect , compile, analyze and report the informat ion . According 
to the provis ions of conventional accounting all the expenses and 
receipts are classif ied into revenue items and capital i tems. While 
capital payments and receipts are shown in the balance sheet, 
revenue expenses and receipts are shown in the prof i t s and loss 
account . Capital expenditure is shown in Balance Sheet and such 
amounts are written off against the income of subsequent years on 
the appropriate basis. On the other hand, revenue expenses are 
charged to the years in which the expenses are incurred. 
He fur ther observed regarding the expendi ture incurred on 
human resource in public enterprises, total expendi ture is treated 
as revenue expenditure and as such it is wri t ten off against the 
income of the years in which they are incurred. Though the 
expendi ture incurred on human sources is vital and meant for 
s t rengthening the human asset with a view to extract ing benefi ts 
during the services period of the employees, this expendi ture is 
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not capi tal ized. Further records maintained under convent ional 
account ing system do not provide us with the needed informat ion 
on human resources. As such, the information disclosed by the 
public enterprises at the end of each financial year does not 
portray true and fair view of the business as it fa i ls to take 
cognizance of information regarding human resources . More 
speci f ica l ly , it will have a bearing on profi t and prof i tabi l i ty of 
the enterpr ises . With a view to strengthening the exis t ing 
valuat ion models of HRA, a ref ined model, namely Di f fe ren t ia l 
Weighted Average Replacement Cost (DWARC) Model has been 
suggested by him. 
Sinha and Gahlot (2000)^^ in their publ icat ion, "Human 
Resource Account ing Explained", concluded that us ing d i f fe ren t 
models, account ing of human resource is a fair ly s imple a f fa i r . 
Since we are dealing with human resource, there will natural ly be 
certain l imitat ions and deficiencies in d i f ferent models of HRA. A 
high turnover of employees in every company also possess 
problems for HRA. Notwithstanding these d i f f icul t ies , HRA today 
is being implemented by most professional ly managed companies 
like BHEL, SPIC, O N G C . N T P C . , etc. 
Narayan and Rao (2000)^^ pinpointed in their book ent i t led, 
"Personnel Management and Industrial Relat ions" , that HRA may 
be considered as a method of communicat ing to the people of the 
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organisation on their crucial role and managers would also be 
evaluated on the basis of their contribution to the development of 
the human resources under their control . In spite of the importance 
of HRA, there are some of the prominent reasons for its non 
acceptance in many organisat ions. These are (a) Di f f i cu l t to 
change managements view point of people f rom being an expense 
rather than a resource, (b) It appeals exploi ta t ive to some 
managers. A resource is usually something that is used up and 
through accounting process such utility is expressed more 
ef f ic ient ly . They felt that HRA is still in its infancy. Much more 
has to be explored to make it more professional and acceptable in 
the corporate world as a separate discipline. Undoubtedly, HRA 
presents an inviting challenge to conventional accountants . 
Ahmad (2002)''® in his paper entit led, "HRA An Emergence 
Issue for Indian Enterpr ise" , observed that HRA can be successful 
and ef fec t ive when managers understand the nature of human 
beings and various models which can be adopted to match the 
nature. Managerial actions have depended on some assumptions. 
Such assumptions are very close to human beings because the 
management works on under organisat ion universe. In our country, 
there is a need for establ ishing system which can generate 
monetary and non-monetary about managerial ta lents whose dearth 
is felt by business organisat ions. 
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Jain and Mangal (lOOZ)"*' in their paper "Account ing For 
Human Resource Development", evaluated di f ferent approaches to 
human resource valuation. They analysed that human resource 
account ing has become very popular in the last few decades. It is 
the process of measuring and communicating the data re la t ing to 
human resources. 
Shukla (2002)''^ in his book enti t led, "Advanced 
Account ing" , explained that human resource occupies the key 
posit ion in the organisation. All the process of the organisat ion are 
operated by HR, hence valuation of this resource is very important 
in providing information about human resource valuat ion to the 
investors and management etc. through financial s ta tements . They 
revealed that HRA should be treated as a part of management 
informat ion system (MIS). He suggested that ( ICAI) must take a 
lead in this respect in prescribing an accounting s tandard in this 
connect ion and in acquainting the entrepreneurs about the utility 
of HRA, Government should also give recognit ion to HR as an 
asset and part I of schedule VI of the companies Act, 1956 should 
be amended so as to include human resource as an independent 
asset rather than including it in an of the existing group of assets. 
A paper enti t led, "Human Resource Account ing in India", by 
Chandran (2003)'^^ dealt with the most important assets of the 
company i.e. human resource and its valuation. In past, less 
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importance was given by organisations to value their human 
assets, moreover , it was also considered dif f icul t to value them as 
there were no parameters of valuation. The importance and value 
of human asset was recognised in early 1990s and in 1995-96, 
Infosys technologies became the first sof tware company to value 
its human resources. According to him the employees are the most 
valuable resource like any other resource of the company. 
Thus many studies in the field of human resource accounting 
have been undertaken by various researchers. These studies 
brought into light the s ignif icance of valuation of human assets in 
the f inancial s tatements. The present study on the theme of human 
resource account ing practices in Indian companies will not only be 
an addit ion to what has been attempted in the foregoing studies but 
will also provide an opportunity for highlighting recent happening 
in this par t icular field with special reference to its applicat ion in 
certain public and private sector Indian corporate enti t ies. 
The next chapter is devoted to the study of conceptual 
f ramework of the human resource accounting in a general way. It 
also prepares a background for a study of human resource 
account ing pract ices as prevalent in Indian companies . 
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C H A P T E R - I I 
HUMAN RESOURCE ACCOUNTING- A 
CONCEPTUAL FRAMEWORK 
In the first chapter an attempt was made to in t roduce the 
ent i re research project including the review of var ious researches 
done in the field of HRA in India and abroad also. The present 
chapter is a study of conceptual f ramework of human resource 
account ing . 
I n t r o d u c t i o n 
Account ing is the language of business and its p r inc ip les and 
procedures have been evolved over a long per iod of t ime. It aims 
at provid ing aid to business by report ing the resul ts for decis ion 
making by management and also furnishes to publ ic an ins ight into 
the f inancia l health of the enterprise. Most of the l i te ra ture in the 
d isc ip l ine of account ing is so far concentra ted on the aspects of 
physical and f inancial resources, which are well accounted 
universal ly with accepted standards of p repara t ion and 
presenta t ion . Very recently, the idea of account ing for human 
resources at tracted the minds of many scholars . It is now 
acknowledged that HRA will represent one of the major 
innovat ions in behavioural aspects of account ing and control 
system in the decades to come. ' 
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In order to understand the concept of human resource 
account ing in proper perspect ive , it is pert inent to discuss the 
concept of human resource separat ing it f rom account ing. 
Thereaf te r , the concept of human resource account ing, its 
meaning, def in i t ion , objec t ives , importance, usefu lness , 
l imitat ions and its pract ical approach for corporate business world 
as a whole would be discussed at length. This background 
discussion will pave the way for art iculate explanat ion and 
unders tanding of the human resource account ing pract ices in 
Indian companies . 
The term 'Human Resource ' means and includes all the 
living human beings of all sexes, all age-groups and all races and 
descr ipt ion l iving in a country f rom macro-view point . However , 
f rom micro v iew-poin t , it has a restr icted meaning. It includes all 
the human beings having any direct or indirect t ransact ion or 
contact with an organisa t ion/enterpr i se . Human resource of an 
enterpr ise may be c lass i f ied into various categories on the basis of 
the nature of t ransact ions or contact . Thus, share holders, 
debenture-holders /depos i to rs , suppliers , customers , employees 
may be the major human resource groups deal ing with the 
organisa t ion. However , f rom the view-point of human resource 
account ing it is felt per t inent to fur ther restrict the meaning of the 
term 'human resource . ' Excluded from the term are, therefore , the 
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external human groups like shareholders , debenture -ho lders , 
suppl iers and customers. Thus for the purpose of human resource 
account ing , the term 'human resource ' shall mean and include 
employees of all the categories ( internal human- resources ) 
working in an enterprise.^ 
H u m a n R e s o u r c e in A c t i o n 
It is well known that Human Resources cons t i tu te the core 
e lement of an organisat ion. They are the most sens i t ive , react ive 
and pro-act ive resource. There is growing awareness of the 
impor tance and role of HR in def in ing an o rgan i s a t i on ' s cut t ing 
edge. It is mainly due to the fact that HR is the mother resource of 
all other resource because it is only the human be ing who produces 
all the other means of product ion such as machinery , mater ia l , 
money and f inal ly the management . Success of any organisa t ion or 
business depends, to a great extent , on the qual i ty , ca l ibre and 
character of the people working in an organisa t ion hav ing vast 
physical resources. Thus, inspite of all t echnologica l 
developments , the importance of human resource has in no way 
diminished. Every business organisat ion depends for its e f f ec t ive 
func t ion ing not so much on its mater ia ls or f inanc ia l resources as 
on its pool of able and wil l ing human resources.^ 
These resources by themselves can not fu l f i l l the objec t ives 
of an organisat ion. They need to be united into a team. It is 
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through the e f for t s of people that material and money resources 
are e f fec t ive ly uti l ized for the at ta inment of common objec t ives . 
Without united human e f for t s no organisat ion can achieve its 
goals. Therefore , people are treated as the most s igni f icant 
resource of an organisat ion popular ly called human resources . 
They (HR) consist of a large number of individuals each 
having unique personal i ty , d i f fe ren t needs, a t t i tudes and values . 
Each has his own physical and psychological t rai ts . Hence, most 
of the problems of an organisat ion are people related problems. 
These problems arise from the mistaken bel ief that people are 
alive and they can be treated identical ly. In order to make 
e f fec t ive use of its human resources , an organisa t ion must 
recognize and pay at tention to d i f fe rences be tween individuals so 
that each person can maximize his potent ia l . Thus, human resource 
is the most important element in an organisa t ion . The e f fec t ive 
ut i l isat ion of all other resources depends on the quali ty of human 
resources . The human resources have the greates t potent ia l to 
develop and grow. An organisat ion can survive and grow if it has 
the right people at the right time working at r ight j ob . 
This is the only resource which can genera te unl imited 
wealth through better ideas. There is no apparent limit to what 
people can accomplish when they are mot ivated to use their 
potential to create new and better ideas. No other resource can do 
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this. This resource is animate, active and living. It is man alone 
who, with his ability to feel, think, conceive and grow, shows 
sa t i s fac t ion or d issat is fact ion, resentment or p leasure , res is tance 
or acceptance for all types of managerial ac t ions . All other 
resources are inanimate, inert and passive and do not act in this 
way. 
Similarly, it is the only resource which apprec ia tes in value 
with the passage of time. As time passes people become 
exper ienced and skilled. It is not so with other resources which 
general ly depreciate with the passage of t ime. 
Thus, the human resources are assuming increasing 
s igni f icance in modern organisat ions . Obviously , major i ty of the 
problems in organisat ional s t ructure are in the nature of human 
and social rather than physical , technical or economic . The fa i lure 
to recognize this fact causes immense loss to the na t ion , enterpr ise 
and the individual.^ 
H R A c c o u n t i n g Need 
The greatest assets of an organisa t ion are the human 
resources and not the bui ldings, plants , machinery , equipments , 
furni ture etc. it owns. Hence, amount invested in human beings 
can give a better result to a business unit . However , it is 
unfor tuna te that the balance sheets do not exhibi t this most vital 
asset, while capital invested in other assets is shown. This 
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informat ion lias not even been included as a part of internal 
account ing and report ing for management purpose so far . 
It is pert inent to note that the expendi ture incurred on the 
services of persons working in an organisat ion is charged to prof i t 
and loss account as an item of revenue expendi ture in the form of 
wages and salaries . During these days companies are invest ing 
huge amounts of money on their employees for the t ra ining and 
deve lopment and also for developing the human organisa t ion . It is 
assumed that these trained persons will cont inue to work in the 
organisa t ion as organisat ion is a going concern. Thus, the t ra ining 
will be of great use to the organisat ion in fu ture years. Though 
certain benef i t s will accrue to the organisat ion in fu ture due to 
expendi ture that is incurred on human resource yet it is not 
t reated as an asset . It is a fact that success of an organisat ion 
depends on its manager ia l , sc ient i f ic and technical personnel . The 
resul ts of appl icat ion of physical resources are repor ted in various 
f inancia l s ta tements under conventional or t radi t ional system of 
account ing , but this system of accounting fai ls to incorpora te the 
value of human resources.^ 
If management wants to know the total amount invested in 
human resources , the conventional account ing does not provide 
this in format ion . This is one of the severe l imi ta t ions of the 
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present day f inancial s tatements and incapaci ta tes the user of these 
s ta tements from making full use of them. 
The accounting theory clearly spells out that for proper 
account ing , expenses and assets should be d i s t ingu ished . When 
heavy expenses are incurred in one year and their benef i t s accrue 
to the business for many years to come, they are t rea ted as assets 
and amort ized over the period of their benef i t s to the business . 
Charge for each year should be treated as an expense whi le the 
unamort ized portion should be treated as an asset . When any 
expenses is incurred on training and deve lopment of human 
resources , the concern stands to benef i t for more than one year 
and, as such, expenses should also be treated as asset . It is rightly 
observed that "the human resources are also the assets of the 
organisat ion because when the employees are appointed the 
organisa t ion acquires a claim on fu ture service of the appointed 
employees.^ When total expenses on human resource deve lopment 
are charged in the same year in which these are incurred, prof i t of 
that year is reduced and balance sheet does not show the true 
pic ture . Therefore , t reatment of human resources as assets is 
necessary for matching periodic costs and benef i ts .^ 
Some experts of account ing are of the v iew that the pract ice 
of recording all costs incurred on human capi ta l as ' expired cost ' is 
conceptual ly wrong and inconsistent with the t rea tment given to 
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the s imilar expendi ture on piiysical capital or physical assets . This 
t rea tment is in pract ice because investment in people seems more 
tenuous than investment in machines, and because there are special 
d i f f i cu l t i e s involved in dist inguishing between the fu tu re benef i t s 
of such expendi tures and the portion consumed current ly . It is 
d i f f i cu l t in th inking of people individually as assets s ince they are 
not legally owned by the firm and because of cul tural const ra in ts 
or t aboos on the nation of valuing an individuals in monetary 
terms.^ 
At the same t ime some people argue that man is morta l and 
employees can leave job any time so how can it be t reated as an 
asset? In addi t ion to it, it is not permitted by law. Such arguments 
are not correct because if once an a tmosphere of e f f i c i en t work ing 
is c rea ted , it is long last ing. All employees are not leaving j o b at a 
t ime, when new employees are recruited, they are learning f rom 
old exper ienced employees and they are also required to work hard 
for their survival and growth as a 'work cul ture ' is deve loped . 
Contrary to it, if there is no work culture as mostly observed in 
government sector , new employees will also become ine f f i c ien t by 
seeing other employees. Thus, every expendi ture on human 
resource development is creating work cul ture which should be 
recognized as an asset. If law is not enforc ing to show it as an 
asset and if no amort izat ion is allowed on it, at least such 
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expendi ture should be shown as by way of foot note below the 
Balance Sheets. 
Inspi te of the technological advancement and increasing 
importance of computer isa t ion , human resources cont inue to play a 
dominat ing role in the e f fec t ive use of physical and f inancial 
resources . The value of human services in any organisat ion is 
invaluable and it can not be measured accurate ly . In some 
organisa t ions like t rading and technical services human assets 
cont inue the real and major earning base. As such, there has been 
much emphasis on t reat ing human resources as assets . Today, it is 
widely recognized that human resources are as good as other 
assets. Objec t ions to this t reatment of people as assets in 
account ing sense have been, by and large, o v e r r u l e d . S i n c e 
e f f i c iency in any organisat ion stems f rom the human beings. 
Gaining the HR for their worth is a d i f f i cu l t task and has to be 
handled with care. Human resource account ing is a method 
developed in recent t imes with which such task is sought to be 
achieved. Now, an at tempt will be made to d iscuss the origin and 
background of human resource account ing in the fo l lowing pages. 
O r i g i n and B a c k g r o u n d of H u m a n R e s o u r c e A c c o u n t i n g 
It is bel ieved that human factor largely cont r ibutes to the 
achievements of organisa t ional goals . In order to ensure that their 
contr ibution in product ivi ty does not go unre f lec ted in f inancial 
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s ta tements of the companies , several at tempts have been made by 
people at various points of t ime to assign money values to HR. 
Though the concept of human resource account ing is of recent 
or igin, eminent economists like Adamsmith ta lked about human 
resources as early as in e ighteenth c e n t u r y . " He descr ibed the 
contr ibut ion made by human capital as one of the ma jo r func t ions 
of product ion in the economic world. It is wor th recal l ing what 
A l f r ed Marshal l commented long ago that, "the most valuable of 
all capi tal is that is invested in human be ings ." '^ 
Histor ical ly, Sir Will iam Petty was the f i rs t economis t who 
a t tempted to value human labour in a sys temat ic manner . ' " He 
applied the new concept of human capital for the purpose of 
determinat ion of the wealth of nation as a measure of its potent ia l 
power at the macro level. To value the nat ional labour , he f i rs t 
capi ta l ized the national income and subt rac ted the value of the 
non-human capital from it. He did not, however , de f ine the term 
capital or the specif ic aspects of human abil i ty as capi ta l . 
Many other economists have made use of human capital 
concept for solving various problems per ta in ing to macro economy 
over a substant ial ly long period of t ime. So far as the micro level 
is concerned, Bruch Lev and Aba Schwartz' '^ deve loped models to 
value human resources of an enterpr ise on the basis of present 
value of fu ture earning concept . The economis t s have been mainly 
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concerned with the economic value rather than costs of human 
resources and that too in terms of present value as they considered 
economic present worth concept as a better measures of va lue . 
It was "Rensis Likert ," '^ one of the p roponents of human 
resource accounting, who suggested that an organisa t ion ' s human 
resources should be capital ised like other assets and a system of 
account ing for human resources and their changes in va lue over 
the years be developed. In 1967, Hekiman and Jones '^ emphas ised 
the possibi l i ty of consider ing human resource as asset and of 
quan t i fy ing their asset value. In 1968 Mccowen and Brummet '^ 
reemphas ized the case for human resource account ing . They 
proposed that human assets value should be ca lcula ted for prof i t 
centre within a company and the return on these inves tments be 
regular ly calculated. 
In the United States of America , Will iam Pyle '^ at Michigan 
took a d i f fe ren t view point rather than at tempt to impute some 
asset value to total remunerat ion. He at tempted to iden t i fy those 
costs that a company expended in improving the p e r f o r m a n c e of its 
force in the long term i.e., recrui tment , t ra ining and deve lopment 
of labour force. 
Giles and Robinson '^ at tempted to develop a tool to get a 
more accurate picture of the value of the human resources with 
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total remunera t ion together with mult ipl ier der ived f rom the price 
earning of the company. 
P r a c t i c a l A p p l i c a t i o n of H u m a n R e s o u r c e s A c c o u n t i n g 
The credit for init iat ing the first pract ical appl ica t ion of 
human resource accounting goes to R.G.Barry Corpora t ion of 
Columbus (Ohio U.S.A.)^' In October 1966 a research pro jec t was 
ini t ia ted under the joint e f fo r t s of Brummet and his associa tes and 
a top management team from R.G. Barry Corpora t ion . The aim of 
the research was to develop an account ing system for human 
resources and the system so evolved became opera t ional on 
January 1, 1968. They capital ised the direct and indirect costs of 
personnel recrui tment , t raining and development as a f ramework 
of analysis , Ninety five managers were init ial ly included in the 
system. The managers were c lass i f ied into four ca tegor ies , namely, 
(i) Line supervisors , (ii) Engineers , (iii) Middle Managers and 
(iv) Top level Managers . It was reported that an amount of $3000 
is invested on a first line supervisor , while that of a top level 
execut ive s tands at $35,000. In 1969, they extended the system for 
155 management people. The company developed a Proforma . 
Balance Sheet in which resource investments were repor ted during 
the per iod of its operation start ing from 1969. In 1974, they 
discarded the system. The Vice President incharge of human 
resources at Barry Corporat ion had observed that the benef i t s of 
the system are not encouraging when compared to the cost of the 
system. The president of the Barry corporat ion also commented 
that the maintenance cost of such system was heavy for a company 
of their size. So they discarded the system as it was not 
economical . It was also reported that many companies in U.S.A. 
are trying to develop HRA system for accurate and speci f ic 
information.^^ 
H u m a n R e s o u r c e A c c o u n t i n g P r a c t i c e s in I n d i a 
Since 1978-79 trend of valuat ion of HR was started on a 
minor scale. Infosys Technologies became the first so f tware 
company to value its human resources . The concept of HRA was 
not new in India. HRA was pioneered by publ ic sector companies 
like Bharat Heavy Electr icals Ltd. (BHEL) and Steel Authori ty of 
India Ltd. (SAIL) way back in the 1970s. The concept did not gain 
much populari ty and acceptance during that t ime. It was only in 
the mid 1990s, af ter Infosys started valuing its employees , that the 
concept gained popular i ty in India.^^ 
The concept of human resource account ing is s t ruggl ing for 
its acceptance even in the west. It is said that this concept does 
not hold good to labour surplus economies of developing countr ies 
like India. An analysis of present day s i tuat ions prevai l ing in India 
makes it clear that this concept is of paramount impor tance here 
than perhaps in the west.^'^ 
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The Account ing Standards Board of the Inst i tute of 
Char tered Accountants of India has issued several Account ing 
Standards on most of the areas in accounting. But it has not 
fo rmula ted any speci f ic Accounting Standard on measurement and 
repor t ing of cost and value of human resources . The Indian 
Companies Act, 1956 has also not formed any rules regarding the 
va lua t ion of human resources and presentat ion of s ign i f icant 
in fo rmat ion about them in the f inancial s ta tements of companies . 
In prac t ice , however , a few companies which present ly report 
va lua t ion of human resources include BHEL, SAIL, MMTC, 
ONGC, ACC, HMT, CCI, Hindustan Shipyard Ltd. , Oil India Ltd., 
EEI, Elect r ical India Ltd., Cochin Ref iner ies Ltd. , Madras 
Re f ine r i e s Ltd., TELCO Project and Equipment Corpora t ion of 
India . Southern Peterochemical Industries Corpora t ion , NTPC Ltd. 
Satyam Computer Services Ltd. etc.^^ 
In India, HRA has not been introduced as a permanent 
sys tem. But recently its application in Indian companies has 
gained momentum. So, if research is under taken to demonst ra te 
the feas ib i l i ty and potential i ty of HRA system, as an aid to 
manpower p lanning and its development , it may not take long time 
for the HRA system to be introduced as permanent system in India 
in every concern . 
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D e f i n i t i o n o f H u m a n R e s o u r c e A c c o u n t i n g 
Human resource account ing is a system of t reat ing tiie 
investment made by an enterpr ise in human resources as an asset. 
It is s imilar to principles of account ing system which is in 
pract ice . Just as f inancial account ing ref lec ts the cost of capital 
assets like machinery and bui ldings. HRA re f lec t s the cost 
invested in HR. This concept demonstra tes that , the expenses of 
capital nature , like recrui tment , t raining, we l fa re , amini t ies , etc., 
incurred by an organisat ion on human resources , are an asset 
instead of an expense and should therefore , be cons idered as a part 
of the total assets of an organisat ion. Thus human resource 
account ing shows the investment of the organisa t ion on its people 
and how the value of these people changes over t ime. 
HRA is an art and science of evaluat ing the wor th of human 
resource of a business organisat ion as a whole in a systematic 
manner and recording them for present ing the in fo rmat ion in the 
f inancia l s ta tements to communicate their worth to the readers of 
f inancia l statements.^^ It is that branch of manager ia l account ing 
which involves the applicat ion of account ing concepts to the area 
of personnel management . It is the process of recogniz ing, 
measur ing and communicat ing useful in fo rmat ion rela t ing to 
human resources . 
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The American Account ing on Human 
Resources Account ing has defined it as the process of ident i fy ing 
and measur ing data about human resources and communica t ing this 
in fo rmat ion to interested parties.^^ Hence, human resource 
account ing is nothing but the process of col lect ing and developing 
f inanc ia l assessment of people within organisat ion and report the 
same. The data about human resources is not only ident i f ied and 
measured but this information is also communicated to those who 
are in teres ted in such informat ion. Thus, accord ing to this 
de f in i t ion there are three funct ions of HRA namely (i) 
iden t i f ica t ion (ii) measurement and (iii) communica t ion of 
in fo rmat ion about human resources. 
This def in i t ion has some draw backs also, such as what type 
of data about human resources should be col lected has not been 
poin ted out. The process of communicat ion has also not been 
poin ted out in this def in i t ion. Human resources is an asset which 
apprec ia tes with the passage of t ime while other f ixed assets like 
plant and machinery etc. depreciate . The fact of t rea tment of this 
apprec ia t ion has also not been focussed in it.^^ 
Eric G.Flamhol tz def ines human resource account ing as 
account ing for people as an organisat ional resource . It involves 
measur ing the cost incurred by business f i rms and other 
organisa t ions to recruit , select and hire, train and develop huma
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assets. It also includes measur ing the economic value of people to 
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organisat ion. 
This def ini t ion also su f fe r s from certain l imitat ions like the 
method of report ing the measurement of cost and value of people 
has not been disclosed in this def in i t ion . Measurement of cost and 
value of people is done for organisat ion only. Again , use of the 
word ' peop le ' is vague in this def in i t ion. Whether it re fers to the 
people of the organisat ion or the people of the country as a whole 
is not clear. 
Woodruf f Jr .R.L. , Vice President of R.G. Barry Corpora t ion , 
U.S.A. is of the view that human resource account ing is an at tempt 
to ident i fy quality and report investment made in human resource 
of an organisat ion that are not presently accounted for under 
conventional account ing pract ice . Basically, it is an informat ion 
system that tells management what changes over t ime are 
occurr ing to the human resources of the bus iness . It must be 
considered as an element of a total system of management not as a 
separate device or gimmick to focus a t tent ion on human 
resources.^" It is an at tempt for ident i fy ing and report ing 
investment made in human resources of an organisa t ion . It also 
gives an informat ion to the management about the changes which 
have occurred in the human resources . 
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This def ini t ion also suf fers from certain l imitat ions like, the 
mode of communicat ion of information has not been pointed out in 
this def in i t ion . The process of ident i f icat ion and investment has 
a lso not been made c l e a r / ' 
Geof f r ey M.N. Baker suggests that human resource 
account ing is the term applied by the accountancy profess iona ls to 
quan t i fy the cost and value of employees to their employing 
organisation.^^ 
Davidson and Well think that it is the process of measur ing 
and repor t ing the human dynamics of an organisa t ion . It is the 
assessment of the condit ion of human resources within an 
organisa t ion and the measurement of the change in the condit ion 
th rough t ime. It involves account ing for people as an 
organisa t iona l resource. It is the process of developing f inancial 
assessment for people within an organisat ion and society and the 
moni to r ing of these assessments through t i m e . " 
In the words of Stephen Knauf , "human resource account ing 
is the measurement and quant i f icat ion of human organisat ion 
inputs , such as recrui t ing, t raining, exper ience and commitment of 
human resource . He considers HRA as an approach to value the 
amount spent on human assets from recrui tment to the present 
s i tua t ion" . 
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All the above defini t ions and many others regard human 
being as a resource in measurement and communica t ion to 
in teres ted par t ies . So, in simple words we can say that HRA is the 
sys temat ic recording of the t ransact ions re la t ing to the va lue of 
human resources . It is the measurement of cost and value of people 
for the organisa t ion. It may be concluded that HRA compr ises the 
fo l lowing three aspects: 
1) Evaluat ion of human resources. 
2) Record ing the valuation in the books of accounts . 
3) Present ing the information in the f inancia l s ta tement for 
communica t ion to the interpreted par t ies . 
A T a x o n o m y of H u m a n R e s o u r c e s A c c o u n t i n g 
HRA is developing as a tool to aid managers in their 
decis ion making. As has been indicated, the most widely used 
measure of overal l organisat ional e f f ic iency matches the revenue 
f rom the sale of f i rms product or services with the costs required 
to p roduce that revenue. Human resource grows out of the 
recogni t ion that tradit ional account ing and management 
in format ion treat costs associated with the deve lopment of long-
term human capabi l i t ies as expenses which unders ta te revenue in 
the short term. This new accounting concept is des igned to correct 
this d is tor t ion in the measures of business e f f i c i ency . 
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As inputs to these measures of eff ic iency, accountants have 
provided informat ion on the acquisit ion, development , 
main tenance and uti l ization of certain capabil i t ies employed by 
the f i rm. When physical capabil i t ies , to cont inue the prior 
example , expire prematurely, the increase wr i te -of f becomes an 
expense against revenue in the current year. Reported prof i tab i l i ty 
is reduced and the responsible manager is held accountable . 
Unfor tuna te ly , the protect ion a f forded to physical assets has not 
t radi t ional ly been accorded to human capabil i t ies . The focus of 
human resources account ing is to extend this protect ion to HR. 
T h e I n i t i a l F o c u s : I n v e s t m e n t s in H u m a n C a p a b i l i t y 
The initial focus of human resource account ing has been to 
de te rmine investments in human capabil i t ies and develop 
appropr ia te account ing procedures . The primary e f fo r t has been in 
bus iness with large contr ibut ions from human capabi l i t ies . The 
ma jo r ob jec t ives have been: 
(1) provid ing informat ion per ta ining to human resources , 
(2) p rov id ing feedback on manager 's per formance with respect 
to human assets in the organisat ion, and 
(3) Prov id ing a more accurate accounting of the return on total 
assets employed. 
Approaches to these object ives include: 
• Human resource inventories . 
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• Determinat ion of outlay costs, 
• Determinat ion of replacement costs , and 
• Determinat ion of the economic value of the human resources 
employed in the organisat ion. 
Const ruct ion of an inventory is, in some ways, the simplest 
of these approaches , probably the most sens ib le f i rs t step in 
approaching the uti l izat ion of human resources in the f irm. The 
fo l lowing are typical quest ions that might be used in developing 
an inventory of human resource classes and their importance. 
Out lay costs are associated with the actual cash outlays for 
obta ining, maintaining and developing the o rgan i sa t ion ' s human 
assets. Large sums are spent each year on recrui t ing , famil iar iz ing 
and developing people with the expecta t ion that they will be of 
benef i t beyond these costs . Capi ta l iza t ion of these outlay costs 
with amort iza t ion over the expected employment of the individual 
which provides a more accurate picture of the f i rm's overall return 
on inves tment that charging them all in the year incurred. 
Replacement costs represent the outlay costs that the firm 
would have to make to replace its employees or to provide a 
certain level of human resources . This concept introduces the 
f luc tua t ions of the job market as well as the general increases in 
cost of l iving etc. Replacement costs provide bet ter guidel ines for 
forecas t ing, budget ing and planning extens ions . However , since 
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actual out lays are not involved, the values must inc lude some 
es t imat ion . There fore , determinat ion of replacement costs are both 
more d i f f i cu l t to develop and less rel iable than out lay costs . 
Both outlay cost and replacement cost of human resources 
point towards the concept of the economic value of human 
resources . This value may be def ined as 'the present d iscounted 
value of their fu ture contr ibut ions less the costs of acquir ing , 
main ta in ing and ut i l izing those resources in the organisa t ion . The 
concept obviously involves a large measure of es t imat ion and, 
the re fo re , would be d i f f icu l t to measure reliably.^^ 
Human resources informat ion is essential for each of the 
several phases of the management ' s p lanning and control 
func t ions . Corporate managers general ly recognise that employees 
const i tu te the most important and the most va luable assets , they 
of ten take decis ions involving expendi ture which may be j u s t i f i ed 
as inves tment in human resources , t radit ional account ing requi res 
such expenses to be charged to income without cons ider ing the 
t iming of expected benef i t s . Thus, expendi tures made for 
recrui t ing , engaging, t raining and developing people are t reated as 
'expense ' , and no attempt is made to formulate rules to d is t inguish 
between their asset and expense components . It has been 
increasingly realised that al though outlays for human resources 
have been t radi t ional ly treated as 'expenses ' ra ther than 'assets ' , it 
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is the result of conventional boundaries of the concept of an asset , 
and not because of the real nature and t iming of benef i t that result 
f rom such outlays. 
The human resource account ing has thus an important role to 
play in management funct ions bearing on p lanning and control . 
Measurement of the value of human resources , is mainta inable , 
can assist the management in recogniz ing and de f in ing problems 
connected with the people at work. Trends in the human-asse t 
investment rat io (i .e. the ratio of investments in human assets to 
total assets) may be a useful predictor of fu ture prof i t 
pe r fo rmance . Charges in the value of human resources may 
indicate the cost of turnover of employees . Certain leadership 
styles may result in long run l iquidat ion of human assets , whi le 
showing immediate increase in earnings. Managers , who put 
pressures on employees for cost reduct ion , may exper ience 
increases in current net income as measured by convent iona l 
pract ice ; but it may also result unmeasured deter iora t ion of 
employee-a t t i tude , motivat ion and other psychological var iables 
adversely a f fec t ing the level of prof i t s in fu ture per iods . If the 
account ing system incorporates the value of a f i rm's human 
resource and its changes over t ime, the 'net income' (as 
convent ional ly def ined) might be adjus ted to ref lec t changes in the 
value of human resources , so as to avoid the i l lusion of 'prof i ts ' 
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der ived f rom the l iquidation of human resources. The adjus ted 
f igure would give a more realistic measurement of manager ia l 
e f f ec t iveness . Besides, the trends in the ad jus ted net income 
f igures would also provide an improved basis for the pro jec t ion of 
fu tu re of earnings.^^ 
Manager ia l p lanning involves search for a l te rnat ive solut ions 
to p rob lems and evaluat ion of al ternatives in dec is ion-s i tua t ion the 
search for a l ternat ives requires an awareness of the cri t ical nature 
of all human resources. A conscious recognit ion of this factor in 
the deve lopment of al ternat ives can be possible with a regular 
assessment of the value of human resources. Likewise , the impact 
of capi ta l budget ing decisions on human assets is o f ten cons idered 
to be a qual i ta t ive factor and its critical s ign i f i cance , if not 
ignored, is not given due importance. Measures of the values of 
human resources are expected to make a lot of d i f f e r e n c e in capital 
budge t ing decis ions . Human assets are not included in the asset-
base used to calculate the rate of return on inves tment . Human as 
wel l as physical assets have opportunity costs associa ted with 
their use. This cost needs to be quantif ied and cons idered in the 
eva lua t ing al ternat ive proposals . 
Evaluat ion of investments in human capital general ly is 
based on a qual i ta t ive assessment of the a l ternat ives . Moreover , 
inves tments in human assets are often made without evaluat ing the 
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expected pay-off or return on such inves tments . The value of 
manager ia l t raining and development p rogrammes is usually taken 
on fai th and expenditure on these accounts is incurred by f i rms 
which can a f fo rd it with ease, given a high level of prof i t s . 
Systemat ic programmes of employee- t ra in ing and execut ive 
deve lopment obviously need evaluat ion of the yield or return on 
the expendi ture involved in such programmes . 
In the decision models used in the process of se lect ing 
among al ternat ives , human resource informat ion and changes in 
the value of human resources over t ime are impor tant ingredients 
of dec is ion-making . For example, if the management has to choose 
among al ternat ive locations for a new plant , it involves t rans fe r of 
exis t ing employees , it is necessary that a survey of employees 
a t t i tude should be undertaken towards the a l te rna t ive locat ions and 
at tempt should be made to determine the expected turnover , 
associa ted with each locat ion, and the expected cost of turnover 
ca lcula ted . This may be a critical factor in the choice of locat ion 
for the new plant . 
The use of human resource account ing for repor t ing on 
act ions taken and results achieved may also be of crucial 
s ign i f i cance in the management control sys tem. Human resource 
data may include information about the composi t ion of 
investments in human resources and analysed to determine 
64 
standard costs of recruit ing, hiring, t raining and developing 
employees to bring them up to a desired level of competence . 
Besides , these data may be useful to est imate the replacement 
costs of f i l l ing up various posi t ions, replacement costs , in turn, 
can be used to make budget al locat ions for investment in 
manpower p lanning and development . In other words human 
resource data may provide the basis of sett ing up a s tandard cost 
account ing system for human resource costs, s imilar to that for 
manufac tu r ing costs.^^ 
O b j e c t i v e s of H u m a n R e s o u r c e A c c o u n t i n g 
The pr imary purpose of human resource account ing is to 
fac i l i ta te the management of people as organisat ional resources . It 
can also be called as accounting i.e. the appl icat ion of account ing 
to the management of human resources. The objec t ives of human 
resource account ing can be summarised as under: 
(i) To furn ish human resource cost and value informat ion for 
making management decisions about acquir ing, 
a l locat ing, developing and maintaining human resources 
in order to attain cost e f fec t ive organisat ional ob jec t ives . 
(ii) To al low managerial personnel to monitor e f fec t ive ly the 
use of human resources. 
(i i i) To provide a determinat ion of asset control i .e. whether 
assets are conserved, depleted or apprecia ted . 
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(iv) To aid in the development of management pr inc ip les by 
clar i fying the financial consequences of var ious pract ices . 
(v) To help the persons interested in the organisa t ion to know 
whether the human resources are produc ing a return on 
investment to their worth or not. 
Hence, the object ive of human resource account ing is not 
jus t the recognit ion of all resources used or cont ro l led by a 
business enterprises but it also includes the improvement of the 
management of human resources so that the quant i ty and quali ty of 
foods and services are increased. The basic ob jec t ive under ly ing 
human resource accounting is to fac i l i ta te the e f f ec t i ve and 
e f f ic ien t management of human resources.^^ 
S i g n i f i c a n c e of H u m a n R e s o u r c e A c c o u n t i n g 
The benef i ts of adopting HRA are man i fo ld . It helps an 
organisat ion to take managerial decis ions based on the avai labi l i ty 
and the necessi ty of human resources . When the human resources 
are quant i f ied , it gives the investors and other c l ients t rue insights 
into the organisat ion and its fu ture potent ia l . Proper va lua t ion of 
human resources helps organisat ions to e l iminate the negat ive 
e f fec t s of redundant labour. This, in turn helps them to channel ise 
the avai lable skills, talents, knowledge and exper ience of their 
employees more ef f ic ient ly . By adopt ing and implement ing HRA 
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in an organisat ion, the fol lowing important in format ion could be 
obta ined: 
> Cost per employee, 
> Human capital investment ratio, 
> The amount of wealth created by each employee, 
> The prof i t created by each employee, 
> The ratio of salary paid to the total revenue genera ted , 
> Average salary of each employee, 
> Employee absenteeism rates, and 
> Employee turnover rate and retent ion rate. 
Firs t ly , HRA helps in ident i fying the right person for the 
r ight j o b , based on the pe rson ' s special ised skil ls , knowledge , 
capabi l i t ies , exper ience, etc. valuat ion of human assets could also 
be e f fec t ive ly used to motivate employees to achieve best resul ts , 
us ing the best of their abil i t ies. Valuat ion of human capital also 
ensures cont inuous evaluation and fo l low-up of var ious human 
pol ic ies associated with recrui tment , se lec t ion, t ra in ing, 
deve lopment and retention.-''^ 
Secondly, HRA gives the cost of deve loping human 
resources in the business. This enables the management to 
ascer ta in the cost of labour turnover also. There may be a high 
labour turnover and management may not take it ser iously in the 
absence of cost f igures of human resources . Though it is not 
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possible to el iminate labour turnover but in case the cost of labour 
turnover is high then management should try to reduce it as far as 
possible . 
Thirdly, the investment on the deve lopment of human 
resources can be compared with the benef i t s and resul ts derived. 
There may also be a wasteful expendi ture on human beings which 
could have been avoided. Ef for t s should be made to control 
avoidable expenditure. The company can develop its own 
manager ia l cadres by recruit ing and t ra ining execu t ives . It can 
also hire already trained persons. The cost of both the methods can 
be compared and suitable al ternat ives can be adopted . This type of 
analysis will be possible only if expendi ture on human resources is 
t reated as an asset. So, HRA allows the analysis of expendi ture on 
human asset . 
Fourthly, the Return on Investment (ROI) can real is t ica l ly be 
calculated only when investment on human resources is also taken 
into account . The ROI may be good because there is an investment 
on human beings. On the other hand, a low inves tment may be the 
reason of low investment on human asset . So, ROI can give 
accurate results only when expendi ture on employees is t reated as 
an asset. 
F i f th ly , it helps management in p lann ing and execut ing 
personnel pol icies . The management will be helped in taking 
68 
Human Resource Accounting- A Conceptual Framework 
decis ions regarding t ransfers , promotions, t raining, ret i rement , 
re t renchment of human resources, etc. 
Final ly, it can be seen whether the business has made proper 
investment in human resources in terms of money or not. If the 
investment is excessive, at tempts should be made to control it. 
Moreover , human resources account ing helps in improving the 
e f f i c iency of employees. They come to know of the cost incurred 
on them and the return given by them in the form of output etc. It 
mot iva tes the employees to increase their worth.''® 
H u m a n R e s o u r c e A c c o u n t i n g and H u m a n R e s o u r c e 
D e v e l o p m e n t 
HRA as a managerial tool can be used for e f fec t ive 
management of human resources . In the field of manager ia l 
decis ion making the human resource data as part of management 
in format ion system helps in making meaningfu l choices between 
var ious types of human investments and inves tments in other 
assets . By measuring the value of human resources at d i f fe ren t 
points of t ime, HRA can reveal whether the management is 
bui lding up human resources or deplet ing them. The informat ion 
genera ted through HRA can help the management in formula t ing 
pol ic ies and programmes for the development of human resources . 
Such informat ion can be of utmost help for making decis ions in 
the fo l lowing areas: 
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1. Manpower planning standard, 
2. Appraisa l of human resource development p rogrammes , 
3. Ident i f ica t ion of training needs, 
4. Usefu lness of cost reduction programmes in view of their 
poss ib le impact on human relat ions, 
5. Studying the impact of budgetary control on mot iva t ion and 
morale of employees, 
6. Faci l i ta t ing al location conservat ion and reward of human 
resources,"" 
7. It helps the management in the decis ion making process 
about employment resources, 
8. It helps the management in measur ing s tandard cost of 
recru i tment , select ion, hiring and t ra in ing people and the 
organisa t ion can select a person with highest expected 
rea l i sable value, 
9. It also helps the informat ion seekers to know whether human 
resources are giving adequate return in compar ison to 
payment made to them and whether they are overpaid or 
underpa id , 
10. Valuat ion of human resource is absolutely essent ia l in such 
organisat ion where the human element is the pr ime factor , 
e .g. , p rofess ional accounting firm, drama company, sol ici tor 
and attorney firms, educat ional ins t i tut ions etc . . 
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11. The inclusion of relevant human resource data would create 
a more complete management informat ion system, 
12. Human resource data provides a more adequate basis for 
decis ions on allocation of resources for short and long term 
decis ion making, and 
13. The value of a f i rm's human resources is he lp fu l to potent ia l 
investors and other users in making long term investment 
decis ions . 
H u m a n R e s o u r c e A c c o u n t i n g and M a n a g e m e n t 
FlamhoUz has specif ical ly under l ined the pr imary role of 
human resource accounting as that of provid ing informat ion 
essent ia l for management to per form the func t ions of acquir ing, 
developing , al locat ing, conserving, ut i l is ing, eva lua t ing and 
rewarding human resource.'*^ The first step in human resource 
acquis i t ion is to forecast manpower requi rements ; the management 
must then t ranslate the manpower forecast into a 'manpower 
acquis i t ion budge t ' , which is essential ly a p rocess of cost 
es t imat ion. HRA can provide measurements of the s tandard cost of 
recrui t ing , select ing and hiring people, for es t imates of amounts to 
be incorpora ted in the manpower acquis i t ion budget . Again, in 
making select ion decisions, managers need measurements of the 
value of candidates for part icular jobs , so that the person selected 
is one who possesses the greatest fu ture value to the organisa t ion. 
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Instead of using non-monetary measures of potent ia l abil i t ies 
der ived through quali tat ive tests, the potent ia l economic value of 
candidate may be a better criterion for se lec t ion. Us ing monetary 
measurements of the expected value of people , dec is ion rules may 
be designed to optimise the expected value of the f i r m ' s human 
resources . 
Budget ing for training and development p rog rammes for 
employees involves assessment of the value of a proposed 
investment in such programmes and es t imat ing the cost of such 
programmes . HRA can be helpful for dec i s ion-making , involving 
the al locat ion of resources to t ra ining and development 
p rogrammes by measuring the expected rate of re turn on the 
proposed investments. By providing es t imates of the h is tor ica l and 
current costs to acquire and develop people for var ious pos i t ion , 
HRA can also help management to asses the t r ade -o f f be tween the 
costs of recrui tment from outside and deve lopment f rom wi th in . 
Allocat ion of resources, i.e. ass igning people to var ious 
organisa t ional roles and tasks, needs to be decided on the basis of 
the e f f ic iency of the employees, oppor tuni ty of se l f -deve lopment 
and job-sa t i s fac t ion expected to be derived by the employee . HRA 
can help quant i fy the variables required to be cons idered in the 
process of allocation expressed in terms of the common 
denominator of monetary units. The management may, thus, be 
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enabled also to apply linear programming for an optimal solut ion 
of the manpower allocation problem. Otherwise , a l locat ion 
dec is ions may be costly to individuals as well as to the 
organisa t ion . 
Conservat ion of human resources is yet another area in 
which HRA can be of great assis tance to management . 
Conserva t ion of human resources is the process of main ta in ing the 
capabi l i t ies of people as individuals and the e f f ec t iveness of the 
human system developed by an organisat ion. This needs 
moni tor ing the e f fec t iveness of the human organisa t ion to assess 
the extent to which it is being maintained or deple ted. Measures of 
employee turnover rates, t radit ionally used to assess the 
conserva t ion of human resources, are inadequate , f i rs t ly , because 
these are his tor ical f igures and secondly because they do not ful ly 
re f lec t the economic impact of turnover . Through monetary 
measures and report ing of socio-psychological indicators of the 
condi t ion of human organisat ion, HRA can help management by 
prov id ing an early warning system to take care of human resource 
conserva t ion . HRA can fur ther help management in the ut i l isat ion 
of human resources effect ively and ef f ic ien t ly by prov id ing a 
conceptua l f ramework , so as to develop s t ra tegies with respect to 
acquis i t ion , development , allocation and conservat ion , des igned to 
inf luence the value of people. Human resource evaluat ion involves 
73 
Human Resource Accounting- A Conceptual Framework 
the measurement of product ivi ty and promotabi l i ty of people . HRA 
can be useful in the evaluation of human resources by developing 
appropr ia te methods, including both monetary and non-monetary 
measurements . Moreover , human resource valuat ion can be used 
for organisat ional rewards to be adminis tered in re la t ion to an 
employee ' s value to the organisat ion. Fur ther , the e f f i c i ency of 
personnel management funct ion per se can also be assessed 
through human resource accounting. The s tandard costs of 
acqui r ing and developing people may be compared with the actual 
costs incurred for the purpose, and the var iances f rom the standard 
may be analysed to ident i fy the possible lapses in the personnel 
management funct ions . 
The purpose of HRA is derived f rom the above prognos is of 
the use fu lness of human resource in format ion for manager ia l 
dec is ion-making . The primary purpose of HRA is to help 
management plan and control the use of human resources 
e f fec t ive ly and efficiently.'*' ' In short , the ob jec t ive is to improve 
the quali ty of f inancial decisions of management on the promise 
that the availabil i ty of quanti tat ive data on human resources would 
resul t in a widening of the scope of manager ia l dec i s ion-making 
by permit t ing considerat ion of a larger set of var iables , or 
improving the basis on which these var iables are currently 
considered. According to the American Accoun t ing Associat ion 
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(AAA) Commit tee on HRA, the purpose of HRA is to improve also 
the quali ty of decis ion-making to external users, par t icular ly the 
investors , who could benef i t f rom HRA through the provis ion of 
in format ion to the extent to which the human assets of the 
organisat ion have been increased or have d iminished dur ing the 
p e r i o d / ^ 
The usefu lness of human resource data for external users has 
been al luded to by d i f fe rent wri ters . According to Liker t , "Bankers 
making loans, investment houses and others , who are interested in 
the earnings and success of the enterpr ise , should be jus t as 
interested as Boards and Senior Off icers in having these per iodic 
measurements of the causal and intervening var iables available." ' '^ 
External repor t ing of human resource data has been suggested , 
cons ider ing the benef i t s of the same to external u s e r s . O n e of the 
arguments in favour of external report ing is that it will increase 
comparabi l i ty and completeness of f inancial s ta tements as well as 
a closer t ie - in-between f inancial s tatements/® 
We have already referred to the convent iona l account ing 
t reatment of investments in human resources being treated as 
expenses rather than assets, which resul ts in dis tor ted income 
s ta tements and balance-sheets . It leads to an ar t i f ic ia l ly lower net 
income during the period in which there is inves tment in human 
resources since the whole amount is expensed in the income 
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statement for that period. Correspondingly, a h igher income 
results during the subsequent period. This could be avoided 
through the HRA approach as the AAA Commit tee in prepar ing a 
Statement of Basic Account ing Theory has observed : 
"A conversion is a recombinat ion of asse t -services , 
re f lec t ing the production of new util i ty. Expendi tu res and other 
costs , devoted to such activit ies as research and development , 
personnel recruitment and training and marke t ing campaign, of ten 
involve an element of future usefu lness , and are examples of 
convers ions that would be recognised if quan t i f i ab le and 
verifiable.'"*^ 
Since the rate of return is the rat io of net income to total 
assets, the rate which is convent ional ly ca lcu la ted does not ref lect 
the real posit ion because of the dis tor t ion in its components . 
Investors , who base their inves tment -dec is ions on a f i r m ' s rate of 
return, should, therefore , adjust the rate of re turn for investments 
in human assets. They should also be aware of and concerned 
about any unintended, dysfunct ional resul t of the account ing 
t reatment of investments in human asse ts . Specif ica l ly , 
convent ional accounting tends to mot iva te management to 
disregard the long-term interest of the organisa t ion and 
emphasises short-term interests. If the expend i tu re incurred to 
build human assets is treated as an expense, the reported current 
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earnings will show relatively lower amounts. Thus, management 
may appear to be doing poorly when it is actually doing well . As a 
result , an enl ightened management may be required to make 
decis ions that are in the interest of the organisat ion but may be 
detr imental to their personal interests. In periods of profi t 
squeeze, or when management wants to show higher current 
earnings, it may simply avoid or postpone necessary investments 
in human resources . ^ 
L i m i t a t i o n s of H u m a n R e s o u r c e Ac c ount ing^^ 
HRA suf fe r s from the fol lowing l imitat ions: First ly, it is not 
easy to value the human assets in an organisat ion there are no 
guidel ines d i f fe ren t ia t ing the ' cos t ' and ' v a lue ' of human 
resources . Af t e r valuing HR in a speci f ic way, many of them may 
leave the organisa t ion. Human life i tself is uncer ta in and hence 
valuing the asset under such ' f o g g y ' condi t ions is not proper . Like 
physical assets , human assets cannot be owned, retained and 
uti l ized at the sweet will and pleasure of an organisa t ion . The so 
called ' a s s e t ' a f ter get t ing enriched within a company-may simply 
disappear , causing irreparable loss to the company almost 
suddenly. 
Secondly, HRA is full measurement problems. There is no 
agreement among the accountants and f inance profess ionals 
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regarding the measurement process. In what form and manner the 
human assets are to be included in the f inancia l s ta tement? To 
compound the problems further , there is the quest ion of deciding 
the recovery rates. How should the HR costs be amor t ized? Should 
it be increasing constants or decreasing? Should it remain same or 
d i f f e ren t for d i f ferent classes of employees? 
Thirdly, employees and Unions may not like the idea, 
because HRA may lead to division among the ranks of employees. 
A group of employees may be valued lower than their real worth 
owing to reasons beyond the control of management . The 
employees may resist the idea of being t reated like second-class 
c i t izens , despite their useful contr ibut ion over a per iod of time, 
unions may fight such manipulat ive prac t ices or the part of 
management . They may even demand higher compensa t ion better 
rewards when things turn rosy and employees are valued at a 
' p r e m i u m ' and 
Final ly, there is no empirical evidence to support the idea 
that HRA is an e f fec t ive tool to measure the economic value of 
people to the organisat ion. There is very l i t t le data to support the 
content ion that it faci l i ta tes better and e f f ec t i ve management of 
human resources.^ ' 
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In conclusion, it can be observed that though the need for 
HRA has been recognised globally only recent ly, the aims, 
objec t ives , funct ions and role of HRA in an organisa t ion are quite 
s igni f icant . The various concepts and theor ies of HRA have been 
summarized so that they can be uti l ized for enhancing prof i t which 
is an ul t imate object ive of any business organisa t ion.^ 
It is in this backdrop that the next part of this chapter deals 
with the v iewpoints of execut ives and accountants regard ing the 
desirabi l i ty of human resource account ing. 
Execut ives ' and Accountants ' Att i tude towards Human 
Resource Account ing: A Survey Analysis 
Human resource account ing is pass ing through developing 
stage and has become very popular in the last few decades . The 
extent of popular i ty is as much as was required . The views of 
execut ives regarding d i f fe rent aspects of appl icabi l i ty have 
already been expressed in the s tudies conducted by Gupta 
( 1 9 8 8 ) " and Singh ( 2 0 0 3 ) . " These researches clearly indicate that 
major i ty of execut ives of public and pr ivate sector enterpr ises of 
India agree to the desirabil i ty of human resource valuat ion e.g. as 
per G u p t a ' s study out of 49 execut ives in pr ivate sector companies 
40 agree, 5 strongly agree i.e. 91.8 per cent of total execut ives are 
in favour of HR valuat ion. Only 3 execut ives d isagree and 1 
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strongly disagree i.e. only 4 executives (8.2 per cent of total) are 
not in favour of desirabili ty of human resource valuat ion . In case 
of publ ic sector companies, except 3, all execut ives expressed a 
favourable opinion. The number of execut ives in the publ ic sector 
who agreed with the proposit ion, was 36, whi le 12 s t rongly agreed 
i.e. of the total, 94.10 per cent were in favour of HR valuat ion 
whi le 5.9 percent expressed their opinion against HR valua t ion as 
per f indings of the aforement ioned study. 
It will not be out of place to review here the views of 
accountants towards HRA because much will depend on their 
a t t i tude which is not so far encouraging. In this regard, it is 
wor thwhi le to mention that the at t i tude also depends , to a larger 
extent , on acquaintance with subject and their view regard ing its 
s ign i f icance . Moreover , it also depends on age and level of 
educat ion of accountants . Fortunately, Ins t i tu te of Char tered 
Accountants of India and other Inst i tutes have adopted it to some 
extent but still there is a need to fur ther emphas i se the subjec t . A 
study was conducted in the year 1999 by Franko regarding 
accountan ts ' at t i tude towards HRA taking a sample of 39 
companies . The data noted in the fo l lowing table reveals the 
reasons for introducing human resource account ing : 
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T a b l e 2 .0 
S h o w i n g A c c o u n t a n t s A t t i t u d e T o w a r d s H u m a n R e s o u r c e 
A c c o u n t i n g P r a c t i c e s 
Ground Number of 
Companies 
Share in 
percentage 
Human resources are the most 
important element of the business 
process . 
39 100.00 
Inves tment into human resources are 
s imilar to those into (other) assets. 
37 94.90 
Human resource informat ion relevant 
to opera t ing decision making 
39 100.00 
The direct inclusion of human 
resource informat ion into accounting 
s ta tements would confuse the users 
28 71.80 
Inc luding human resource values into 
account ing statements would have a 
negat ive impact on the morale of the 
employees 
14 35.90 
Bes ides the tradit ional accounting 
s ta tements it would be acceptable to 
draw up paral lel s tatements including 
human resource data 
17 48.70 
The expenses related to the 
in t roduct ion of human resource 
account ing would considerably 
exceed the benef i t derived therefrom 
33 84.60 
Total 39 100.00 
Source: Franko Milsot "The attitud e towards I- RA in sloven 
companies - The Management Accountants , August , 1999, p .572. 
It is observed from the above ment ioned study that 
accountants of all the sample companies agree that human 
resources are the most important element of the business process 
and human resource information is relevant to operat ing decision 
making. 94.9 per cent of the Accountants of the sampled 
companies feel that investment into human resources are similar to 
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those into other assets. Similarly, 33 accountants of 39 companies , 
that is 84.6 per cent of the Accountants feel that the expenses 
related to the introduction of human resource account ing would 
considerably exceed the benef i t der ived the re f rom. Whether the 
direct inclusion of human resource informat ion into account ing 
s ta tements would confuse the user was the next ques t ion posed to 
the accountants of all 39 companies . It is noted that 71.8 per cent 
of total accountants agreed to it. Two more quest ions i.e. 
including human resource values into account ing s ta tements 
would have a negat ive impact on the morale of the employees and 
besides the t radi t ional accounting s ta tement it would be acceptable 
to draw up paral lel s tatements including human resource data were 
put to the Accountants of the sampled companies . Whi le 35.9 per 
cent of them were in favour of the former , 48.7 per cent of them 
suppor ted. 
The inferences drawn f rom the above analysis clearly 
indicate that accountants do not accept the HRA system in 
total i ty. Like management they also bel ieve that HR is the most 
important element of the business process . But at the same time, 
major i ty of them feel that the expenses related to the int roduct ion 
of human resource account ing would cons iderably exceed the 
benef i t derived theref rom which means that they are not 
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wholehear tedly in favour of applicabil i ty of HRA in the f inancial 
statements.^'* 
C o n c l u s i o n 
The final conclusion from the analysis of v iewpoints of 
execut ives and accountants and personal quer ies by the researcher 
with the execut ives and accountants of sample companies is that 
still these is no change in the viewpoints of execut ives and 
accountants towards human resource account ing pract ices in 
Indian companies . Majori ty of execut ives and accountan ts still feel 
human resources as a most important e lement of the business 
process . They also feel that human resource informat ion is 
re levant to operating decision making in organisa t ion . Thus, 
opinions of the executives and accountants are more in favour than 
against as assessed by researcher . Their v iews are almost 
unanimous regarding HR valuat ion in both the sectors . Even then, 
most the companies have been ident i f ied in which HR valuat ion 
has not actually been in pract ice . Enquiry was , the re fore , 
spec i f ica l ly made to ascertain the reasons why HR valuat ion was 
considered impract icable in Indian corporate ent i t ies . The answers 
were more than one like, f i rs t ly , there is no legal compuls ion on 
the companies . Secondly, it is an expens ive act ivi ty involving 
addi t ional s taff and time. Thirdly, they say that HR can not be 
valued object ively . Fourthly, evaluat ion may be disputed. Fif thly, 
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HR itself may develop an att i tude of se l f - impor tance and above 
all, employers have a feel that employees union may raise 
unreasonable demands. 
To prove or disprove the above noted argument in 
favour /agains t , the best way of presentat ion of f ind ings would 
have been to conduct afresh survey of opinions of execut ives and 
accountants . But since there was lack of posi t ive response f rom all 
related part ies , the desired survey could not be conducted. 
Moreover , t ime constraint had been a major fac tor to conclude the 
research in its present shape. Howsoever it is, an a t tempt has been 
made to make the study exhaust ive and extensive in its coverage . 
In the next chapter we will focus on the presenta t ion of certain 
models for appl icat ion in Indian Industr ies. 
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C H A P T E R - I I I 
HUMAN RESOURCE ACCOUNTING 
MODELS - AN OVERVIEW 
In the preceding chapter an attempt has been made to discuss 
the f ramework of human resource account ing where in the concept , 
de f in i t ions , scope, object ives and s igni f icance of human resource 
account ing have been thoroughly examined. Moreover , we have 
also highl ighted the areas of human resource account ing . 
With the ever expanding d imensions and growing 
complexi t ies of business act ivi t ies , increas ing government 
moni tor ing in business af fa i rs , press ing t rade union demand for 
greater disclosure on human pe r fo rmance in bus iness and 
emanat ion of scient i f ic management with in the o rgan isa t ion there 
is a need to develop a system of account ing that account for men 
who are indispensable resources to an organisa t ion . For the last 
few decades , the accounting scenario across the world is much 
concerned with the valuation of human resources and repor t ing the 
same in the annual accounting s ta tement . The academic ians , 
prac t i t ioners and institutes in the account ing world are deeply 
engrossed in the issue and have shown an increas ing interes t in the 
appl ica t ion of the models, developed. ' It is in this background that 
the present chapter deals with the approaches deve loped for the 
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measurement of the human resources. It is wor thwhi le to ment ion 
that a number of studies designed to compute the cost and value of 
human resources have been conducted in United States. Many 
persons has developed d i f ferent models for va lua t ion of human 
resource. It has been observed that most of the s ign i f ican t research 
have been done in past two or three decades. At tempts were made 
by many thinkers in this field years ago also but the real work 
regarding considerat ion of human resource as an asset had started 
a f te r the evolut ion of behavioural approach, that is, a f te r 1960. 
Di f fe ren t types of models have been suggested by many thinkers . 
The studies reviewed here are those conducted by Hermanson 
(1964) Shultz (1960), William C. Pyle (1967), Brummet , et al. 
(1969) , Rensis Lakert (1967), Hekimian and Jones (1967) , Lev and 
Schwartz (1971), Flamhol tz (1971, 1972, 1973), Jaggi and Lav 
(1974), Gills and Robinson (1972), Morse (1973) , Fr iedman and 
Lev (1974), Kenneth Sinclare (1978) etc. M y r e ' s and F lower ' s 
(1974) and Chakroborty (1976) etc.^ 
In order to develop the clarity of concept , an endevour is 
being made to discuss the monetary and non-moneta ry models of 
valuat ion of human resource. 
All these models have been class i f ied in the fo l lowing chart : 
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Human Resource Accounting Modeis-An Overview 
M o n e t a r y M o d e l s 
The models which incorporate the monetary aspect are called 
monetary models . All these models can be c lass i f ied into two 
major groups i.e. Cost Based Models and Value Based Models . 
Cost based models consists of historical cost model , replacement 
cost model, opportunity cost model, standard cost model and value 
based model includes Lev and Schwartz Model , Flamhol tz Model , 
Jaggi and Lau Model , Gills and Robinson ' s Model , Morse Model , 
Ogan Model , Chakrobarty Model . Dasgupta Model , Watson Model , 
D a v e ' s Model , Maheshwar i ' s Model . 
C o s t B a s e d M o d e l s 
• Human resource cost accounting is the measurement and 
report ing of the costs incurred to acquire and develop people 
as organisat ional resources. It deals with account ing for 
investments made by an organisat ion in acquis i t ion and 
developing human resources as well as the replacement cost 
of people . Human Resource Cost Account ing (HRCA) 
includes: 
• Account ing for the costs of personnel act ivi t ies and 
func t ions suit as recrui tment , se lect ion, p lacement and 
t ra ining. 
• Account ing for costs of developing people as human assets. 
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The monetary approaches to the measurement of human 
resource cost is based on either historical cost or replacement cost 
or opportunity c o s t / 
H i s t o r i c a l Cos t M o d e l 
The original cost model was proposed by Brummet and 
others in 1968 to measure a f i rm ' s inves tment in human 
r e s o u r c e s / They were of the opinion that human resource costs are 
current sacr i f ices for obtaining fu ture benef i t s and so 
automatical ly they form a part of company ' s assets . In accordance 
with general accounting pract ice only those out lays which have an 
expected value beyond the current account ing period are 
capi ta l ised; those outlays the value of which is not expected to last 
beyond this accounting period are treated as expense i tems. The 
company ' s expenditure on acquisi t ion, se lec t ion, t ra ining, workers 
educat ion, welfare and other development cost in a par t icular year 
would have impact on the e f f ic iency of the human resources and 
there fore the resultant benef i t would last beyond that par t icular 
year. The proponents therefore , suggested to capi ta l i se f i r m ' s 
expendi ture on recrui tment , select ion, or ien ta t ion , t ra ining and 
development of people and treat them as assets for the purposes of 
human resource accounting. Such capi ta l ised amounts a f te r wri t ing 
off a certain portion towards turn over loss and amort isa t ion for 
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that year are to be shown on the assets side of the balance sheet, 
as dis t inguished from other physical assets. 
According to this method human resources account ing is not 
directly concerned in determining the net worth or rupees value of 
an individual employee of a firm rather to develop methods for 
measur ing a f i rm ' s rather to develop methods for measur ing a 
f i r m ' s investment on its human organisa t ion , and to f ind out the 
rate at which those investments are pe r fo rming . 
The main strength of this model is that it meets the test of 
t radi t ional pr inciples of accounting i.e., it is only an extension of 
the concept of proper "matching of cost and r evenue" . So one 
s t rong point for this method is the fact the e f f ec t s of human 
resources account ing can e shown on Balance Sheet and prof i t and 
loss account since the information in these s ta tements is also 
stated on historical basis . 
The value of human resources, according to this approach is 
HRV = AC-L+R 
Where 
HRV = Human Resources Value 
L = Loss on account of premature l iquidat ion of human 
resources . 
R = Revision consequent on longer than ant ic ipated life of 
human. 
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This method suf fers from the fo l lowing d i f f i cu l t i e s . It is 
very d i f f icu l t to est imate the working period of human resources 
as is done in the case of plant and machinery. The value of an 
asset decreases with amort isat ion but in the case of human 
resources the situation is jus t reverse with the acquis i t ion and 
t raining in the course of time the utility of employees increases 
rather than decreasing. It is very d i f f icu l t to f ix a rate of 
amort izat ion. There are many methods of deprec ia t ion , it is 
d i f f icu l t to find out the best method for this asset . To the case of 
human assets the common pract ices is to charge constant amount 
of depreciat ion every year. It is d i f f icu l t to de termine the number 
of years over which the e f fec t of investment on employees will be 
real ized. The extent to which the employee will ut i l ize the 
knowledge acquired is also subject ively es t imated. The main 
purpose of HRA is to assist management in decis ion but in this 
method historical costs can be of very little use to the management 
due to changing values of human beings. 
R e p l a c e m e n t Cos t M o d e l 
This method was developed by Rensis Likert^ and Eric G. 
Flamhol tz in 1973.'^ This Model suggests that human resources are 
valued at their present cost. Under this method, human resources 
of an organisat ion are to be valued on the basis of the est imated 
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cost of replacing the existing human resources with others of 
equivalent talents and experience. 
The major advantage of this approach is that it incorporates 
the current values of the firms human resource which could make 
poss ib le real is t ic presentat ion of f inancial s ta tements . In the 
process , it take into account the f luc tuat ions of the j o b markets 
and general rise in price level. It will not be poss ible to ascertain 
correct replacement cost of exist ing human resources as there can 
be no compet i t ive replacement for them. Hence this approach 
def ies the object ive way of determining the value of human 
resource . 
This approach has the advantage of ad jus t ing the human 
value of pr ice trends in the economy and thereby provides more 
real is t ic value in inf lat ionary t imes. This approach is present 
or iented. However , this method suf fe rs f rom some d i f f i cu l t i e s 
also. It may not always be possible to obtain such a measure for a 
par t icular employee. It is not always possible to f ind out the exact 
rep lacement of an employee. This method does not ref lect the 
knowledge , competence and loyalties concerning an organisat ion 
that an individual can build over t ime. It is d i f f i cu l t to f ind out the 
cost of replac ing human resources as d i f fe ren t persons may arrive 
at d i f fe ren t es t imates . 
98 
Human Resource Accounting Models-An Overview 
O p p o r t u n i t y C o s t M o d e l 
This model of HRA has been suggested by Hekimian and 
Jones ' to overcome the l imitat ions of replacement cost model. It 
values human resources on the basis of the economic concept of 
opportuni ty cost . The opportuni ty cost is linked with scarci ty. A 
human resource asset has a value only when it is scarce i.e. its 
employment in one division is possible and not in another 
divis ion. The investment centre managers will bid for the scarce 
employees they need to recrui t . These "Scarce" employees come 
f rom within the f irm and include only those who are the subject of 
a recrui tment request made by an investment centre manager . In 
other words, employees not considered ' Sca r ce ' are not included 
in the human asset base of the organisat ion. 
The investment centre with the highest bid, would win the 
human resource and include the price in its investment base. The 
compet i t ive bidding process provides an opt imal a l locat ion of 
personnel with in the firm and a quant i ta t ive base for p lanning and 
developing the human assets of the f irm. The amount of bid is 
added to the capital employed of its success fu l bidder for 
determining return on inves tment . This approach is based on the 
simple pr inciple of demand and supply. 
The maximum bid price may go to the extent of the 
capital ised value of the extra prof i ts likely to be generated by the 
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abili ty and competence of the execut ives . For instance, let us 
assume that a firm has capital base of Rs. 15,00,000 and it earned 
prof i t s of Rs. 2 ,10,000. The required rate of return is 15%. If the 
services of a part icular manager are required, it is expected that 
prof i t will rise by Rs. 45,000 over and above the target p rof i t s . 
If we capi tal ise Rs. 45000 at 15% rate of return, it works to 
Rs. 3 ,00,0000 i.e. Rs. The f i rm may bid upto Rs. 
3 ,00,000 for the manager . The new capital base shall be Rs. 
18,00,000 (15 ,00 ,000+3,00,000) . 15% of Rs. 18,00,000 is Rs. 
2 ,70,000. Thus, the extra prof i t earned shall be Rs. 60,000 
(2 ,70 ,000-2 ,10 ,000) and the maximum bid may go upto the 
capi ta l ised value of Rs. 60,000, the excess prof i t to be generated 
u .u • 60,000x100 „ . „„ „„„ by the manager ; i.e. j-^  = Rs. 4 ,00 ,000. 
The opportuni ty cost su f fe r s f rom a number of drawbacks . 
Apart f rom being subject ive , it excludes f rom its preview those 
employees who are not bid by investment or p rof i t centres . The 
inclusion of ' Sca rce ' employees only may be taken as 
d iscr iminatory by other employees. This may lead to lowering 
morale of employees especial ly of special is ts who can not be used 
in other divis ions . Further less p rof i tab le divis ions may be 
penal ised by their inabili ty to outbid for the recru i tment of better 
employees. The economic and current value approaches using the 
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present value of expected future benefi ts have s t rong theoret ical 
approach. From practical point of view, it is very d i f f i cu l t to 
quanti ty future economic benefi ts . Despite certain ob jec t ions , this 
approach has it own merits and utility in a decentra l ized set-up.^ 
S t a n d a r d C o s t M o d e l 
This model has been suggested by David Watson . Accord ing 
to him standard costs of recrui t ing, hir ing, t ra in ing, and 
developing per grade of employees are determined year a f t e r year. 
The standard cost so arrived at for all human beings employed in 
the organisat ion is the value of human resources for account ing 
purposes . 
The approach is easy to explain and can work as a sui table 
basis for control purposes through the technique of analysis . 
However , determinat ion of the standard cost for each grade of 
employee is a t icklish process. 
V a l u e B a s e d M o d e l s 
The value of HR of an organisat ion can be assessed in two 
d i f fe ren t ways: 
i) By discount ing the future salaries and other capi ta l costs 
(such as costs incurred on hir ing, recrui t ing , t ra in ing and 
developing employees) by a certain rate of d i scount ) and 
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ii) By discount ing tiie future earnings of the organisat ion as 
at a certain date by a suitable rate and a l locat ing a part of 
the present value of earnings to HR. 
In consonance with the above to premises a number of 
valuat ion models have been suggested in the l i terature. 
These are discussed below: 
T h e L e v a n d S c h w a r t z M o d e l P r e s e n t v a l u e of f u t u r e 
e a r n i n g s 
This model was proposed by Branch Lev and Aba Schwartz^ 
in 1971 for value the human resources in a f i rm. They suggested 
that " the va luat ion of human capital embodies in a person of age x 
is the present value of his remaining earnings f rom employment . " 
They have given the fol lowing formula for ca lcula t ing the value of 
an ind iv idual . 
f r (/ + '•) 
where 
Vx = The value of an individual x years old 
I(t) = The individuals annual earnings upto re t i rement 
r = a discount rate specif ic to a person and 
t = re t i rement age. 
The original model of HRA given by Lev and Schwartz 
ignored the possibi l i ty of death prior to re t i rement age which 
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promotion the authors to ref ine the model by incorpora t ing Px(t) 
the probabi l i ty of a person dying at age t in the fo l lowing . 
I ' i = Future annual earning 
Px(t) = the probabi l i ty of a person dying at age t, and 
Z(V'x) = the expected value of an ind iv idua l ' s human 
capital . 
The model requires the divis ion of the whole labour force of 
a f irm into certain homogeneous groups such as unski l led , ski l led, 
semi-ski l led, technical s ta f f , managerial s ta f f etc. and in 
accordance with d i f fe ren t c lasses and age groups . Average 
earnings stream for d i f fe ren t c lasses and age groups are prepared 
for each group separately and the present value of human capital is 
computed by using the cost of capital as the discount rate. The 
aggregate present value of d i f fe ren t groups represents the 
capi ta l ized future earnings of the f irm as a whole . 
The model given by Lev and Schwartz can be considered as 
an improvement over the cost models as it seeks to value the 
human resources of an organisa t ion on the basis of the economic 
value of employees of total organisa t ion . This model su f fe r s f rom 
certain def ic ienc ies as it ignores: (1) The ind iv idua l ' s value to an 
organisat ion depends upon the role in which an individual is 
placed in addit ion to his qual i t ies trai ts and ski l ls ; (2) employees 
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change their roles during their career due to promot ion, t ransfer 
etc. and (3) an individual may leave the organisat ion for reasons 
other than death and ret i rement . 
F l a m h o l t z S t o c h a s t i c R e w a r d s V a l u a t i o n M o d e l 
The model propounded by Eric Flamhol tz (1971) , ' ° ident i f ies 
the major var iable which determines the values of an individual to 
the organisa t ion. The model advocates that a person generates 
value for an organisat ion as he occupies and plays d i f fe ren t roles 
and renders services to the organisa t ion. The movement of people 
f rom one organisat ion role to another is a s tochast ic process . As 
people move and occupy d i f fe ren t organisa t ional roles they render 
service ( rewards) to the organisa t ion . Based upon the above 
concept , a persons expected rel iable value to the organisat ion can 
be measured as the discounted mathemat ica l expecta t ion of the 
monetary worth of the fu ture rewards (services) a person is 
expected to render to the organisa t ion in fu ture roles he is 
expected to occupy, taking to considera t ion the probabi l i ty of his 
remaining in the organisat ion. 
The model suggests a f ive step approach to assess the value 
of an individual to the organisa t ion: 
1) Forecas t ing the period a person will remain in the 
organisat ion i.e. his expected service l i fe . 
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2) Ident i f icat ion of service states, i.e. the posi t ion lie might 
occupy and the time at which he will quit the organisa t ion . 
3) Est imating the value derived by the organisa t ion when a 
person occupied a par t icular posit ion (service state) for 
specif ied time period. 
4) Est imat ing the probabi l i ty of occupying each poss ib le 
mutually exclusive service state at speci f ied fu tu re t imes. 
5) Discount ing (at a speci f ied predetermined rate) the expected 
service rewards to their present value. 
Flamholtz c lar i f ies that an ind iv idua l ' s expected real isable 
value is determined by two factors : (i) the ind iv idua l ' s condi t ional 
value, and (ii) the probabil i ty that the individual shall maintain 
his expected service l ife. The prof i t of these two var iables is the 
present worth of potential services that are expected to be 
rendered to the organisat ion. This value in turn consis ts of three 
factors namely product ivi ty , t ransferabi l i ty and promotabi l i ty . 
Product ivi ty means the present posi t ion. Transfe rab i l i ty refers to 
the set of services an individual is expected to provide if he is 
t ransferred to a same posit ion level in a d i f f e ren t depar tment of 
the organisat ion. Promotabi l i ty is a set of services an individual is 
expected to provide af ter his promot ion to higher pos i t ions . 
Further an ind iv idua l ' s condi t ional value is determined by 
his skill (currently developed potential to provide services to the 
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organisa t ion) and act ivat ion level (the extent to which that person 
is a f fec ted by mot ivat ion) . In addit ion to the personal factors the 
organisa t ional factors also inf luence the condi t ional value of an 
individual . They are: (i) the role occupied /per formed by the 
individual within the organisat ion, and (ii) organisat ional rewards. 
Theoret ical ly the model suggested by Flamhol tz is the most 
sc ien t i f ic model as it provides a fu ture-or iented economic value of 
human assets . However , its practical use is very d i f f icu l t as the 
col lect ion of rel iable data regarding the value of a service state, a 
pe r son ' s expected tenure and the probabi l i t ies of occupying 
var ious service states at specif ic t imes in not an easy job . 
J a g g i and Lau H u m a n R e s o u r c e V a l u a t i o n 
The model suggested by Jaggi and Lau ( 1 9 7 4 ) " is based on 
valuat ion of groups rather than individuals . A group implies 
homogeneous employees who may or may not be long to the same 
depar tment or divis ion. It might be d i f f i cu l t to predict an 
ind iv idua l ' s expected service tenure in the organisat ion or at a 
par t icular level or posi t ion, but on a group basis it is easier to 
ascertain the percentage of people in a par t icular group likely 
ei ther to leave the firm during each of the fo r thcoming period or to 
be promoted to higher levels. In order to consider the role 
movements of employees within the organisa t ion, a Markov Chain 
representa t ion can be used. The model requires the determinat ion 
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of Rank Transi t ional Matr ix and the expected quant i t ies of 
services for each rank of service. The matrix can be prepared from 
the historical personal records of the employees ava i lab le in the 
organisat ion. For the purpose of measurement of quant i t ies of 
services, a certain service or pe r fo rmance cri teria is used. 
The value of the services an o rgan i sa t i on ' s current 
employees render in a fu ture period is computed by mult iplying 
the es t imated number of current employees that will be in each 
service state in that per iod, by the value of the services an 
employee in each state (i .e. rank) renders to the organisa t ion . The 
equat ion for the computa t ion of value of human resources of an 
organisat ion using Jaggi and Lau Model is given below: 
TV=(N)r" (T)" (V) 
Where 
TV = Column indicat ing the current va lue of all current 
employees in each rank. 
(N) = Column vector indicat ing the number of employees 
currently in each rank, 
n = time per iod, 
r = discount rate, 
(T) = rank t ransi t ional matrix indicat ing the probabi l i ty that 
an employee will be in each rank within the 
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organisat ion or terminated in the next period given his 
current rank, and 
(V) = Column vector indicat ing the economic value of an 
employee of rank I during each per iod. 
The model given by Jaggi and Lau tr ies to s impl i fy the 
calculat ions of the value of human resources by taking groups of 
employees as base of valuat ion. However , this method is also 
d i f f icu l t to apply in pract ice because of d i f f i cu l ty in obtaining 
rel iable data. 
G i l e s and R o b i n s o n ' s H u m a n A s s e t . M u l t i p l i e r M o d e l 
In 1972, The Inst i tute of Cost and Management Accountants 
( ICMA) an The Inst i tute of Personnel Management ( IPM) 
sponsored Giles and Robinson '^ to produce a report on Human 
Asset Account ing. They suggested a human asset measurement 
method known as Human Asset Mult ipl ier . Accord ing to this 
method the valuat ion of human resources should be made in the 
same way as other business assets on a going concern basis . The 
calculat ion of human asset value, under this method, is based on 
the notion that an ind iv idua l ' s remunera t ion , or the remunera t ion 
of a group of persons in the same grade, may be mult ipl ied by a 
factor determined on the basis of his cont r ibut ion to the success of 
the business . The total value of human assets employed in the 
business can be calculated by simply adding together all the 
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individual values so calculated. For instance, let us assume that a 
firm has four types of grades, i.e. A,B,C and D and the total 
remunerat ion of these grades is Rs. 5 lacs, Rs. 7 lacs, Rs. 10 lacs 
and Rs. 30 lacs respect ively. Further, if we assume that the 
relevant factors and 4,3,2 and 1. The value of human asset shall be 
Rs. 20 lacs for grade A, Rs. 21 lacs for grade B, Rs. 20 lacs for 
grade C and Rs. 30 lacs for grade D. The total value of the human 
asset shall be Rs. 91 lacs. 
M o r s e ' s Net B e n e f i t M o d e l 
This approach has been suggested by Morse (1973). '^ 
According to this approach, the value of human resources is 
equivalent to the present value of net benef i t der ived by the 
organisat ion from the service of its employees . The method 
involves the fol lowing steps. 
1. The gross value of services to be rendered in fu tu re by the 
employees in their individual as well as their col lect ive 
capacity is determined. 
2. The value of fu ture payments (both direct and indirect) to 
the employees determined. 
3. The excess the value of fu ture human resources (as per I 
above) over the value of future payments (as per 2 above) is 
ascer ta ined. This, as a matter of fact , represents the net 
benef i t to the organisat ion on account of human resources . 
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4. The present value of the net benefi t is determined by 
applying a pre-determined discount rate (general ly the cost 
of capital) . This amount represents the value of human 
resources to the organisat ion. 
O g a n ' s D i s c o u n t e d C e r t a i n t y E q u i v a l e n t N e t B e n e f i t M o d e l 
This approach has been suggested by Pekin Ogan (1976).' '* 
This model is an extension of "net benef i t approach" as suggested 
by Morse . According to this approach, the cer tainty with which the 
net benef i t s in fu ture will accrue should also be taken into account 
whi le determining the value of human resources . The approach 
requires determinat ion of the fo l lowing; 
1. Net benef i t f rom each employee as explained under 'net 
benef i t approach ' above. 
2. Certainty factor at which the benef i t s will be avai lable . 
3. The net benef i t s from all employees mul t ip l ied by their 
certainty factor will give cer ta in ty-equivalent net benef i t s . 
This will be the value of human resources of the 
organisat ion. 
C h a k r a b o r t y A g g r e g a t e P a y m e n t A p p r o a c h 
This approach has been suggested by S.K. Chakraborty 
(1976) . '^ Who is the f irst Indian to suggest a model for valuat ion 
of human resources of an organisat ion. Accord ing to his model, 
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the human resources are to be valued as a group and not a 
individual basis i.e.; 
1. All the employees of an organisat ion are divided in two 
groups, managerial and non-manager ia l . 
2. The average tenure of the employment of the employees in 
the group is est imated on the basis of past exper ience . 
3. The average salary of the group is de termined on the basis of 
the salary wage s t ructure prevalent in the organisa t ion . 
4. The value of human resources is now determined by 
mult iplying the average salary of the group with the average 
tenure of the employees in the group. 
5. The value determined under ' 4 ' above, is d i scounted at the 
expected average af ter tax return on capi ta l employed over 
the average tenure period to ascertain the present value of 
the est imated fu ture payment . Chakrabor ty sugges ted that the 
adoption of such a long term rate will avoid f luc tua t ions in 
the value of "human assets" f rom year to year s imply due to 
changing annual rates of return. 
Chakraborty has also suggested that the rec ru i tment , hir ing, 
select ion, development and training cost of each employee should 
be recorded separately. This should be t reated as defe r red revenue 
expendi ture and may be writ ten off over the expec ted average stay 
of the employee in the organisat ion. The defe r red por t ion, not 
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written off , should be shown in the Balance Sheet of the 
organisat ion. If there is premature exit of an employee on account 
of death, ret i rement , etc., the balance of the defer red revenue 
expendi ture at t r ibutable to that person should be wri t ten of f 
against the income of the year of the exit i tself . 
As regards disclosure of account ing in format ion relat ing to 
human resources , Professor Chakraborty has suggested that 
' human asse ts ' should be shown under the head ing " Inves tment" in 
the Balance Sheet of an organisat ion. He has not favoured its 
inclusion under the heading fixed assets s ince it would cause 
problem of depreciat ion, capital gains and losses, in the event of 
their exit . Similarly, he has not favoured their inclusion in current 
assets on the ground that this will not be in conformi ty with the 
general meaning of the term. 
D a s g u p t a ' s T o t a l C o s t C o n c e p t M o d e l 
This approach has been suggested by N. Dasgupta (1978) . '^ 
According to him the various approaches in the previous pages 
into account only those persons who are employed and ignore 
those who are unemployed. In case the value of human resources 
of the nation is to be determined, it should be done in a manner 
that it br ings in its purview both employed and unemployed 
persons . The system should be such that it f i ts in prepara t ion of a 
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balance sheet showing the human resources not only of a f irm but 
also of the whole nation. 
Dasgupta suggested that the total cost incurred by the 
individual , the state and the organisat ion in br inging the 
individual up to that the position in the organisa t ion (in case of a 
nation making him fit for appropriate employment ) should be 
taken as the value of a person on the day he s tar ts serving the 
organisa t ion or becomes fit for appropriate employment . It will 
include his educat ion, training expenses which he and the state 
have incurred. The value should be further ad jus ted by the amount 
of in te l l igence (higher or lower which he has) . The amount spent 
by the organisat ion on recrui tment , t ra ining, f ami l i a r i s ing and 
deve loping human beings employed in the organisa t ion should be 
cons idered separately. However, it should also be t reated as a cost 
increas ing the value of human beings. In case the number is large, 
the valuat ion can be done group-wise. 
The value determined on the aforesaid manner should be 
ad jus ted at the end of each year by the organisa t ion on the basis of 
his age, seniori ty, status, performance, exper ience , leadership , 
manager ia l capabi l i t ies , etc. The measurement can be done with 
the help of psychologis ts and other concerned exper ts . The revised 
value would be the value of the employee at the end of the year . 
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Dasgup ta ' s model seems to be sound theoret ical ly. However , 
its pract ical appl icat ion may be d i f f icu l t since it will involve a 
number of abstract factors which may not be capable of being 
expressed in monetary terms precisely and object ively. 
The usefu lness of HRA model in the process of HRD would 
depend upon how best it meets certain basic requirements . These 
requi rements are: 
I. The model should identify the factors which determine the 
value of human resources . 
II. The model should identify the factors which can improve the 
value of human resources . 
III. The model should be capable of measuring the value of 
human resources operat ional ly . A model can be made 
operat ional only if the data which it requires can be made 
avai lable . Very of ten , a model can be theoret ical ly sound, 
but, if the required data are not available its use fu lness shall 
be greatly reduced. 
IV. The informat ion generated by the model should help users to 
make decis ions relat ing to the process of human resource 
development . 
W a t s o n ' s R e t u r n on E f f o r t E m p l o y e d M e t h o d 
David Watson '^ developed this method which involves the 
measurement of e f fo r t employed on various funct ions i.e. buying, 
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manufac tur ing and sell ing. Factors which dis t inguish the quantity 
and quality of e f for t expended are used to rate the contr ibut ion 
made by individuals . Such factors are: 
i. Levels or Grade of work done. 
ii. Ef fec t iveness with which the individuals pe r fo rms his job . 
iii. Exper ience which increases, upto a point , the e f f i c i ency of 
job per formance . 
These factors are then mult ipl ied together in de termining a 
measurement of e f for t employed for each indiv idual . Individual 
scores are aggregated to obtain the f igure of total e f fo r t employed 
in an Organisat ion. 
The method helps in more e f f i c ien t a l locat ion of Human 
Resources . It makes possible to quest ion the exis t ing a l locat ion of 
resources between the d i f fe ren t func t ions like buying, 
manufac tu r ing and sell ing on the basis of rat io of p rof i t s to 
e f fo r t s . 
D a v e ' s M o d i f i e d P r e s e n t V a l u e M o d e l 
The model developed by Shiv Kumar Dave '^ in 1987 
incorporates in its indicators to ref lec t the e f f e c t of f ive factors 
which of ten af fec t the contr ibut ion of employees to the 
organisat ion and thereby, the calculated value of human resources . 
The model incorporates sui table indicators to take care of the 
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posit ive and negative factors a f fec t ing tiie contr ibut ion of an 
employee to his organisat ion. The indicators are given below: 
a) Experience Indicator 
b) Ef f ic iency Indicator 
c) Labour Turnover Indicator 
d) Labour Unrest Indicator 
e) Output -per-Employee Indicator 
These indicators can be f i t ted on to any of the exist ing 
models and that is why the model is known as modi f ied present 
value model . 
M a h e s h w a r i , R a n a and K r i s h n a m o o r t h y D i f f e r e n t i a l 
M a t r i x U t i l i t y M o d e l 
Maheshwar i , Rana and Kr ishnamoor thy in their research 
paper enti t led "Measur ing the Marginal Worth of Human 
Resources : A Dif fe ren t ia l Matrix Util i ty Model" , have proposed 
the new model of valuat ion of HR. The basic data for this model 
will come from the job ti t le or job respons ib i l i t ies of that posi t ion. 
Ident i fy the basic crit ical fac tors re levant to the f i r m ' s 
prof i tabi l i ty , success, and market share etc. related to the 
individual job title or posi t ion. 
Develop a d i f fe ren t ia l matrix of the individual for those 
factors . The d i f fe rent ia l matrix is based on 1:1 rat io for an 
equally e f fec t ive candidate for replacement . A better candidate . 
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therefore , gets a merit point more than one and a less e f fec t ive 
candidate gets a merit point less than one. 
Merit point given is for the new candidate with the exist ing 
candidate . Merit Point for the existing candidate will be one. If a 
f irm can get a better candidate for a CSF then the meri t point for 
the new candidate will be greater than 1 o therwise the meri t point 
value will be less than one. 
Probabil i ty refers to the chance of f ind ing a rep lacement . 
Product of Merit points and weight gives the weigh ted meri t points 
of the new person. Weights are given because a person may be 
excel lent in one CSF but that CSF may not be rated that highly by 
the hir ing insti tution. The total of product in nutshel l measures 
whether the new person is more valuable than the ex is t ing one. 
Assign weights to those factors such that the sum of weights 
is equal to one. Allocate the propor t ionate salary to these 
weighted factors . Assume the exist ing salary of a key employee 
is $100,000. 
Salary CSFS Merit Point Weight Weighted 
Meri t 
CSFI 0.9 0.40 0.36 
CSF2 1.2 0.25 0.30 
CSF3 0.9 0.20 0.18 
CSF4 1.6 0.10 0.16 
CSF5 1.0 0.05 0.05 
5.6 1.05 105,000 
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$105,000 gives the relat ive monetary worth of the new 
candidate to the organizat ion. However , the market value of the 
candidate may be higher than $105,000. Assume the candidate can 
only be at tracted to the organisat ion when the o f fe r is for at least 
$125,000. Knowing this, the organisat ion should reevaluate the 
worth of exis t ing candidate. 
Condi t ional worth of the exist ing candidate (perceived 
market value) is therefore $ 125000/1.05=$1 19,048 due to the 
exis t ing market rates. (There are addit ional cost of hiring and 
t ra ining the new person. Those costs are not relevant to the person 
leaving the organisat ion. The person leaving the organisat ion will 
also incur some cost in terms of money, t ime, change in social set-
up, and e f fo r t . 
How to opt imize the l ikelihood that the exist ing candidate to 
stay. Here we assume that the exis t ing person has an expectat ion 
of $130,000 if he moves to another organisat ion, other things 
remaining same. Therefore the expectat ion gap is the d i f fe rence of 
the salary expected and the potential salary at the exist ing 
organisa t ion . 
Salary o f fe red Expectat ion gap Probabi l i ty of Stay 
100,000 30,000 0.20 
105,000 25,000 0.50 
1 10,000 20,000 0.80 
1 15,000 15,000 0.90 
120,000 10,000 0.95 
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The decis ion-maker will not o f fe r more than $1 19,048 to the 
exis t ing person. We look at the incremental l ikel ihood as the 
salary is increased and the expectat ion gap is reduced. Make an 
o f fe r when incremental probabil i ty per unit of salary increase is 
maximized. (Possible use of game theory for the theoret ical 
background) . Suppose, af ter thought fu l cons idera t ion and 
negot ia t ions the final o f fe r by the company is $1 10,000. The 
company in e f fec t is saving $10000 per year plus the cost of hiring 
and t ra ining the new person. It is expected that the savings of 
$10,000 will continue for the next 5 years. The present value of 
these inf lows may then be computed. (This incrementa l present 
value may be ref lected in the balance sheet as an asset? Why or 
why not? The exist ing salary is ref lec ted as an expense in the 
prof i t and loss account) . In terms of sale it may need to generate 
$100,000 in revenue. The market value for the person will change 
every year and therefore the incremental value of the key 
personnel may be computed every year. The skil ls of the person 
and job requirements may also change every year which again 
necess ia tes the computat ion of incremental worth of the human 
capital , of the Normally the value of an asset decreases over a 
period of t ime due to deprecia t ion. However , the human capital 
may actually be worth more with an addi t ional year of experience. 
The question is how to ref lec t that asset in the coming years and 
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what happens when the person leaves. If this informat ion is 
gathered for the key personnel in the organizat ion the Market gap 
is the asset . The sum total for the key personnel is the incremental 
value of the human capital . Weighted merit compared to the new 
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person. 
Key Personnel Perceived Mkt. Salary o f fe red Market Gap 
Value 
1. 119,000 110,000 9000 
N o n - M o n e t a r y M o d e l s 
The models which are dominated by behavioura l var iables 
can be c lass i f ied as non-monetary models . There are only two non-
monetary models avai lable so far, developed by L ike r t ' s casual 
in tervening and End-resul t var iable model and Taylor and Bowers 
models . 
L i k e r t ' s C a u s a l I n t e r v e n i n g and E n d - r e s u l t V a r i a b l e s 
M o d e l 
Rensis Likert^° and David G. Bowers of the Inst i tutes for 
social Research, Universi ty of Michigan, USA developed a model 
to measure the human resource value as a group to an organisa t ion. 
The model assumes that the organisa t ional product ively can 
be explained in terms of the human organisa t ion . The model has 
c lass i f ied certain human variables into three ca tegor ies : 
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i) C a u s a l V a r i a b l e s 
These are independent variables which can be directly or 
purposely altered or changed by the organisa t ion and its 
management which, in turn, determine the course of developments 
within an organisation. 
i i) I n t e r v e n i n g V a r i a b l e s 
These variables ref lect the internal s tate, health and 
per formance capabil i t ies of the organisat ion e.g. the loyalt ies, 
a t t i tudes, motivation, per formance , goals and percept ions of all 
members and their col lect ive capacity for e f f ec t i ve action, 
interact ion, communicat ions and decision making. 
i i i ) End Resu l t V a r i a b l e s 
These are dependent variables which re f lec t the results 
achieved by that organisat ion such as its product iv i ty , costs , scrap 
loss, growth, share of market and earnings. Thus it includes 
f inancial and performance data ref lec t ing the resul ts achieved by 
the f i rm. Hence some of the end result var iables are monetary in 
nature. 
The model shows that the changes in leadership styles, 
technical proficiency level, managerial behavior , organisat ional 
s t ructure (called the intervening var iables) which produce changes 
in product ivi ty, innovation, cost, revenue, quali ty, output, 
manpower development (called the end-resul t var iables) . If a 
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meaningfu l re lat ionship among the three variables is established, 
the trend in earnings can be predicated. Forecast of predicated 
earnings can be discounted to determine the present value of the 
f irm and its human resources . 
Manageria l leadership determines organisat ional cl imate 
which in turn inf luence the subordinate ' sa t i s fac t ions and 
subsequent ly the total product ive e f f ic iency . Time lag of two years 
or more, of ten exist between a change in causal var iables and the 
resul tant changes in the end-resul t var iables . 
Likert observes that a firm in which the causal var iables 
display the character is t ics of par t ic ipat ive management style, will 
generate more e f fec t ive intervening variables and consequent ly 
more desirable end-resul t variables. He argues that the phi losophy 
and pract ice of convent ional account ing concentra te on a few end-
result var iables which are consis tent with the exploi ta t ive type of 
management style. He opines that by over emphas is ing short run 
prof i t s and cost savings the present account ing system penal izes 
managers who are making the greatest long run contr ibut ion to the 
organisa t ion . 
M e r i t s 
a) The model unfo lds the magni tude of human resource 
contr ibut ion to accomplish the objec t ives of the organisat ion 
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and can be used as a means to formulate policy to build long 
term human resource capabil i t ies , 
b) It indicates the probable e f fec t s of management style on the 
results of the organisat ion both in the short run and in the 
long run. 
D e m e r i t s 
a) The model assumes linear re la t ionship be tween causal , 
intervening and end-resul t var iables a f t e r a l lowing for t ime 
lag e f fec t s which reduces the degree of re l iabi l i ty . 
b) It is an expensive and time consuming model . 
c) The quest ionnaire duly completed by members of the 
organisat ion forms the basis of all subsequent ca lcula t ions . 
Hence, d i f ferent people may not arrive at the same value due 
to personal bias of the respondents . 
d) The completed quest ionnaire requires in terpre ta t ion which 
again will be subject ive . 
T a y l o r and B o w s e r ' s M o d e l 
The measurement model , suggested by Taylor and Bowers 
which is, in part, based on an earl ier model sugges ted by Likert 
and Bowers provides an approach to the de te rmina t ion of group-
value in non-monetary terms. It is des igned to measure the 
'o rganisa t ional c l imate ' or the ' s ta te of human organ i sa t ion ' as 
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termed by Likert . Actually, the method suggested in the model is 
the survey of an organisat ion through quest ionnaire . 
'Organisa t ional c l imate ' is a concept, which refers to the 
percept ion of the members of an organisat ion about the social-
psychological reality of the organisat ion. For the determinat ion of 
group value, a set of var iables are selected for measurement , viz. , 
leadership processes , the character of mot iva t ional forces , 
communica t ion processes , in te rac t ion- inf luence processes , 
dec is ion-making processes , goal-set t ing processes , and control-
processes . The quest ionnaire used for the survey is designed to 
evoke perceptual responses, intended to s t imulate the respondents 
to consider facts and express their opinions as to how they 
perce ive the facts , i r respect ive of whether they like them or not. 
Using the f ive point Likert Scale for response, the model requires 
the respondent to indicate the degree to which he agrees or 
disagrees with a series of s ta tements . The ques t ionna i re i tems can 
be combined into indices for each of the var iables being measured. 
Taylor and Bowers have constructed composi te indices for var ious 
d imensions of organisat ional cl imate. These indices are taken to 
ref lect a measure of the value of human organisa t ion . 
Dwel l ing on the re la t ionship among several var iables , Taylor 
and Bowers ident i f ied the fol lowing cons is tent clusters of 
var iables : (i) technological readiness; (ii) human resource 
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primacy; (ill) communicat ion flow; (iv) motivat ional condi t ions , 
and (v) decis ion-making pract ices . Composite indices, with respect 
to each cluster of var iables , were measured and tested for the 
internal consistency, rel iabil i ty and discr iminant val idi ty. All the 
composi te indices, except 'Technological r ead iness ' , were found 
to have acceptable internal consistency, rel iabi l i ty and 
discr iminant validity. Thus, four of the indices could be used in 
pract ice as a measure of organisat ional cl imate and, hence, of the 
value of human organisat ion. 
The cost models of HRA fail to recognise the fac tors which 
determine the economic value of human resources . Also no serious 
e f fo r t is made in these models to ident i fy factors which can 
enhance the value of human resources. The His tor ical Cost model 
measures the value of human resources on the basis of capital cost 
incurred to acquire and develop these resources . Since this model 
fa i ls to recognise the economic value of human resources of an 
organisa t ion, the data generated through this model is of little 
s ign i f icance for making decis ions regarding mat ters relat ing to 
human resources development . The replacement cost model seeks 
to incorporate the current values of company ' s human resources in 
its f inancial s tatements . However , this model cannot be used in 
pract ice as it is really d i f f icu l t to find identical replacements of 
exis t ing employees. The opportuni ty cost model is based on the 
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economis t ' s concept of opportunity cost. This method can be used 
for comput ing the value of those employees only who can be 
employed on a l ternat ive jobs . This method fai ls to measure the 
value of those employees who are special ists in certain f ields. 
From the above analysis it can be said that cost models of 
human resource account ing are of little use in the process of 
human resource development . Among the present value models, 
the Lev and Schwartz Model and the Hermanson ' s Model do not 
make any serious at tempt to ident i fy factors de termining the value 
of human resources . At the same time these models also fail to 
explain the factors which can improve the value of human 
resources . Both these models suggest to use the future wages and 
salar ies of employees of an organisat ion as a surrogate of the 
value of its human resources . Both these models assume that 
wages and salar ies paid to the employees fair ly represent the 
contr ibut ion made by them to their organisa t ion. However , in 
actual pract ice the things might be quiet d i f f e ren t ; as there are 
evidences that employees somet imes are not fair ly compensated. 
Therefore , the informat ion generated by the above two models can 
not help the management in making HRD-re la ted decision to a 
s igni f icant extent . 
The F l amho l t z ' s Stochast ic Valuation Model and Jaggi and 
Lau ' s model explain the factors determining the value of human 
resource to a cons iderable extent . These models also explain the 
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factors which can improve the value of human resources . The 
F iamhol tz ' s model focuses on individual employees for the 
measurement of human resources whereas Jaggi & Lau suggest the 
use of homogenous groups of employees as the basis for the same. 
However , there are a number of computat ional problems which 
make the pract ical use of these models a d i f f i cu l t prepos i t ion . An 
organisat ion desirous of using these models for human resource 
valuat ion must create faci l i t ies for es t imat ing the re l iable value of 
var iables determining the value of human resources . If this could 
be done the informat ion so generated, could be of considerable 
importance for making HRA related decis ions. 
A discussion of the HRA models in the fo regoing pages 
reveals that there is not even a single model which fu l f i l s all the 
requirements of a model which could help in the process of HRA. 
Certain models fail to recognise the factors de te rmin ing the value 
of human resources whereas other have computa t iona l problems. 
Therefore , there is a need for great deal of research with regard to 
evolving a system of account ing for human resources which could 
be of considerable help in the process of human resource 
development.^ 
In the next chapter , we will focus on the prac t ices adopted 
by Indian Publ ic Sector companies regarding the human resource 
account ing. It will also give instances where this important aspect 
of account ing has been applied and once it is appl ied what have 
been its consequences . 
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CHAPTER-IV 
HUMAN RESOURCE ACCOUNTING 
PRACTICES IN PUBLIC SECTOR 
COMPANIES IN INDIA 
The foregoing chapter h ighl ighted the var ious approaches 
developed for measurement of human resources . D i f f e ren t models 
developed by eminent experts of India and fore ign countr ies have 
been thoroughly examined and explained with their re lat ive 
use fu lness and l imitat ions. 
The present chapter deals with a survey of f inancia l 
s ta tements of public sector enterpr ises regarding the valuat ion of 
human resources . It is important to denote here that the HR is the 
most valuable resource because of providing services in fu ture to 
an organisa t ion. Their valuat ion popular ly known as (HRA) has 
not been introduced so far as a system of regular nature in Indian 
corporate sector. The lack of this pract ice is a t t r ibutable to a 
variety of reasons. But the most spec i f ic reason is the Indian 
companies Act, 1956 which does not make any provis ion for 
furn ish ing any s ignif icant informat ion about the HR in f inancial 
s ta tements of the companies . The Indian companies Act, 1956 does 
not make it obligatory for the Indian companies to publish 
informat ion about the value of human resource and to present an 
Human Resource Accounting Practices in Public Sector Companies in India 
assessment in the form of their per formance during the account ing 
year in the form of notes and schedules . If we look at the annual 
reports of public and private enterpr ises in India, we f ind that 
cha i rmen ' s report invariably contains the s ta tements h ighl ight ing 
the s igni f icance of human resources. The chai rman, in their reports 
usually make the remarks at the annual general meet ing of the 
shareholders that 'our employees are most important assets and 
without their s ignif icant contr ibut ion, the present growth in the 
operat ions would not have been a t t a ined ' . ' I wish to place on 
record my sincere grat i tude for the hard work, done by employees 
of our company ' . ' I thankful ly acknowledge the cont r ibut ion made 
by our employees ' etc. These qual i ta t ive p ronouncements ref lec t 
the importance of HR in an enterpr ise but the quant i ta t ive 
informat ion relat ing to their contr ibut ion or their value is not 
shown in the f inancial s ta tements . 
However , of late a few enterpr ises , value their HR and report 
this informat ion in their annual reports . The Government of India 
took the ini t ia t ive way back in 1968 by issuing the guidel ines for 
incorporat ing the required informat ion in the Annual Reports of 
the public sector enterpr ises (No.BPE/10( 1) A d v ( l ) / 1 9 6 8 dated 
1 l"' September . 1968). ' The relevant guidel ines relat ing to human 
resources are namely, employee-employer re la t ions , s tr ikes. 
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lockouts, incentive sciiemes, t raining, staff we l fa re act ivi t ies such 
as township, education, health faci l i t ies etc. 
The above information can be called as part of HR 
informat ion. Many public sector enterprises are d isc los ing this 
information as part of the Annual Report . The fo l lowing are some 
of the public sector enterprises which have not only ventured to 
evaluate the HR but also have been disclosing the same in their 
annual reports: 
1. Bharat Heavy Electr icals Limited (BHEL) 
2. Cochin Refiner ies Limited (CRL) 
3. Cement Corporat ion of India Limited (CCI) 
4. Electrical India Limited (EIL) 
5. Engineers India Limited (EIL) 
6. Hindustan Petroleum Corporat ion Limited (HPCL) 
7. Hindustan Shipyard Limited (HSL) 
8. Hindustan Machines Tool Limited (HMT) 
9. Hindustan Zinc Limited (HZL) 
10. Madras Ref iner ies Limited (MRL) 
11. Maruti Udyog Limited (MUL) 
12. Minerals and Metals Trading Corpora t ion of India Limited 
(MMTC) 
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13. Metal lurgical and Engineer ing Consul tants (India) Limited 
(MECON) 
14. National Thermal Power Corporat ion Limited (NTPC) 
15. Oil and Natural Gas corporat ion limited (ONGC) 
16. O i l l n d i a Limited (OIL) 
17. Project and Equipment Corporat ion of India (PEC) 
18. Steel Authority of India Limited (SAIL) 
In order to study the trends in HRA pract ice in publ ic sector 
enterpr ises , case method has been used for which 5 publ ic sector 
companies have been selected on random basis . These companies , 
namely, NTPC, BHEL, SAIL, ONGC and MMTC have been 
evaluat ing their employees and also disc los ing the same in their 
annual reports . Almost all of these companies are fo l lowing the 
Lev and Schwartz Model with certain modi f i ca t ions here and 
there. The fol lowing is a survey and study of HRA pract ices in 
selected public sector companies in India. 
N a t i o n a l T h e r m a l P o w e r C o r p o r a t i o n ( N T P C ) 
Introduction 
NTPC was a set up in November 1975 by the Government of 
India with the object ives of p lanning, design, cons t ruct ion , 
operat ion and maintenance of large-capaci ty pit head power 
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stat ions. Singrauli , Korba, Ramagundam and Farakka were the 
f irs t four large Super Thermal Power Pro jec ts (STPP) 
commiss ioned during early and mid 80 ' s on regional 
cons idera t ions . Init ial ly, nobody had a clear idea about N T P C ' s 
growth plans. In the beginning. NTPC concent ra ted on 
const ruct ion of projects only and there was no Long Range Plan 
(LRP). In the initial years, the focus was not on recrui tment , 
se lect ion, procurement , quality assurance etc. ra ther as ment ioned, 
the focus was on erection and commissioning of STPPs. 
The first unit of NTPC was commiss ioned at Singrauli 
dur ing 1982, NTPC had no LRP till 1982. The f irs t d ra f t corporate 
plan of NTPC was prepared during the year 1983-84 for 15 years 
for the per iod 1985-2000 and this was the f i rs t of its kind in any 
power uti l i ty company. It ident if ied key areas, such as engineer ing 
and technology, construct ion, operat ions, commerc ia l opera t ions , 
organisa t ion & HRD, maintenance, f inance , mater ia l s . This 
document descr ibed, and outlined strategies in each of these areas 
for a t ta ining the plan targets. Based on the exper ience of Singrauli 
Super Thermal Power Project . subsequent uni ts were 
commiss ioned . The first LRP of NTPC was reviewed af te r f ive 
years of commencement and found that NTPC had done bet ter than 
the pro jec t ions more in terms of power genera t ion . NTPC takes 
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pride in the fact that it has in the f i f teen years of its existence 
achieved remarkable success. 
NTPC has grown to become the largest power utility 
enterpr ise in the country. It has not only achieved remarkable 
growth in terms of size of operat ions , but has also establ ished for 
i tself a commendable track record of project implementa t ion and 
operat ional e f f ic iency . During the Seventh Five Year Plan period 
two more organisat ions emerged namely (i) Power Finance 
Corporat ion (PFC) and (ii) Nat ional Power Transmiss ion 
Corporat ion (NPTC) now called Nat ional Power Grids 
Corporat ion. Now power t ransmission and dis t r ibut ions have 
become the reasonabil i ty of Power Grid Corporat ion.^ 
P r e s e n t P o s i t i o n 
Today, NTPC has been ranked the largest thermal 
generat ing utility in the world in terms of actual generat ion and 
the 2"'' most e f f ic ien t among the largest thermal u t i l i t ies in terms 
of capacity ut i l isat ion. NTPC is a matured uti l i ty and has 
demonstrated that it can achieve technical pe r fo rmance parameters 
comparable with those achieved e lsewhere in the world . It has 
developed a corporate culture based on p rofess iona l pr ide of doing 
things well through a highly motivated s ta f f . NTPC has grown and 
developed into a power producer of in ternat ional repute and a 
potential force for change in India. NTPC has an instal led capacity 
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of 19,435 MW, with 12 coal based and 7 Gas based s tat ions. Over 
the last twenty five years of its march, the company, a Navratna 
PSU, has today emerged as one of the largest power ut i l i t ies in 
Asia, known for its speedy project execution and operat ional 
excel lence. With 19.2 per cent of Ind ia ' s operat ing capacity the 
company generates 26 per cent of count ry ' s e lectr ic i ty . 
NTPC has embarked on an ambit ious Corpora te Plan which 
aims at real is ing its vision "To be one of the w o r l d ' s largest and 
best power uti l i t ies, power ing Ind ia ' s g rowth ." The corpora te Plan 
"LOOKING AHEAD 1997-2012" charts the road map to become a 
world class 40.000 MW plus power utility by the year 2012. The 
company is at present implement ing four power pro jec t s with a 
total capacity of 4500 MW viz, 1000 MW Simhadri in Andhra 
Pradesh, 2000 MW Talcher stage- II in Orissa, lOOOMW Rihand-II 
in Uttar Pradesh and 500 MW Ramagundam-II I in Andhra Pradesh. 
NTPC has a strong convict ion that HR are its most vital asset. 
NTPC has laid cons iderable emphasis on HRD. In view of its 
ambit ion growth plan. manpower p lanning has assumed 
considerable s ign i f icance . A careful manpower p lanning has 
resulted in recrui t ing and retaining the best techno-manager ia l 
workforce ." N T P C ' s growth in term of number of employees 
during the last seven years is depicted in the fo l lowing table: 
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T a b l e (4 ,0 ) 
S h o w i n g T r e n d s in P r o f e s s i o n a l P r o f i l e of H u m a n 
R e s o u r c e s in N T P C Ltd. 
( P e r i o d 1 9 9 2 - 9 3 to 2 0 0 1 - 0 2 ) 
Year Executives Supervisors Workmen Total 
1992-93 6499 
(29.82) 
3040 
(13.95) 
12258 
(56.23) 
21797 
(100.00) 
1995-96 6914 
(28.48) 
2951 
(12.15) 
14414 
(59.37) 
24279 
(100.00) 
1996-97 7014 
(28.75) 
2951 
(12.10) 
14429 
(59.15) 
24394 
(100.00) 
1997-98 6933 
(29.40) 
3074 
(13.03) 
13578 
(57.57) 
23585 
(100.00) 
1998-99 7248 
(30.67) 
3059 
(12.95) 
13323 
(56.38) 
23630 
(100.00) 
1999-2000 7607 
(31.66) 
2893 
(12.04) 
13524 
(56.29) 
24024 
(100.00) 
2000-2001 7945 
(33.13) 
2779 
(11.59) 
13254 
(55.28) 
23978 
(100.00) 
2001-2002 8423 
(35.14) 
2435 
(10.16) 
13114 
(54.70) 
23972 
(100.00) 
Note: Figures with in brackets indicate percentage to total . 
Source: Annual Reports , NTPC Ltd. 
The data mentioned in above table reveals that for the 
purpose of HRA, the corporat ion has c lass i f ied all employees into 
three categories namely execut ives, supervisors and workmen. In 
the year 1992-93. the total number of execut ives was 6499 which 
increased cont inuously to 8423 in 2001-02, al though many 
execut ives have resigned under the Voluntary Ret i rement Scheme. 
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The percentage of execut ives in the total of manpower has slightly 
increased during the period of study. The table also depicts that 
the total number of supervisory personnel which was 3040 in 
1992-93 decreased to 2435 in the year 2001-02. The percentage of 
supervisors in the total number of employees also came down from 
13.95 in the year 1992-93 to 10.16 in 2001-02 showing a decl ining 
t rend in their re la t ive importance in the corpora t ion . From the 
analysis of workmen in the corporat ion, it is observed that the 
percen tage of workmen in the total number of s taf f has also dipped 
f rom 56.23 in the year 1992-93 to 54.70 in 2001-02. This decling 
trend in the total number of employees in the corporat ion does not 
indicate the low importance of employees in the company 
organisa t ion . It is simply because of the golden handshake scheme 
and pol icy of downsiz ing in public sector enterpr ises by the 
Government of India. This decrease in the number of employees 
has in no way resul ted into poor per formance of corporat ion rather 
it still cont inues with the tag of Navratan. 
H u m a n R e s o u r c e A c c o u n t i n g P r a c t i c e s in N T P C 
NTPC assesses its human resource assets using various 
account ing pr inciples embedded in HRA phi losophy to treat them 
at par with other assets . Lev and Shwartz model of HR account ing 
has been employed to asses the value of HR in the corporat ion. 
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Category wise details of the same for d i f fe rent years are depicted 
in the fo l lowing table: 
T a b l e (4 .1 ) 
S h o w i n g T r e n d s in S t r u c t u r e and V a l u a t i o n of H u m a n 
R e s o u r c e s in N T P C 
( P e r i o d 1 9 9 9 - 2 0 0 0 to 2 0 0 1 - 2 0 0 2 ) . 
Category 1999-2000 2000-01 2001-02 
No. of 
Employees 
Value o f H R 
(Rs. in 
Crores) 
No. of 
Employees 
Value o f H R 
(Rs. in 
Crores) 
No. of 
Employees 
Value of 
HR(Rs. in 
Crores) 
E x e c u t i v e s 7607 
(31 .66) 
3284.96 
(40.61) 
7945 
(33 .13) 
3657.30 
(38.32) 
8423 
(35 .14) 
3917.53 
(40 .06) 
S u p e r v i s o r s 2893 
(12 .04) 
935.27 
(1 1.56) 
2779 
(1 1.59) 
1 106.92 
(1 1.59) 
2435 
(10 .16) 
101 1.99 
(10.35) 
W o r k m e n 13524 
(56 .29) 
3868.19 
(47.82) 
13254 
(55 .28) 
4779.15 
(50 .08) 
13114 
(54 .70) 
4849.56 
(49 .59) 
Total 24.24 
(100 .00) 
8088.42 
(100.00) 
23978 
(100 .00) 
9543.37 
(100.00) 
23972 
(100 .00) 
9779.08 
(100 .00) 
Note: Figures with in brackets indicate percentage to total . 
Source: Annual Reports , NTPC Ltd. 
Data set out in above noted table shown that the total value 
of human resources in NTPC Ltd has increased f rom Rs. 8088.42 
crores in 1999-2000 to Rs. 9779.08 crores in 2001-02 regis ter ing 
an increase of 20.9 per cent over the year 1999-2000. However the 
number of employees as noted in earl ier table also due to 
downsiz ing and VRS policy of government of India has decreased 
by 0.22 percent over the same period. 
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In percentages terms, the value of execut ives in total value of 
all employees was 40.61 in 1999-2000, 38.32 in 2001-01 and 40.06 
in 2001-02. The value of supervisors in total value was 11.56 in 
1999-2000, 1 1.59 in 2000-01 and 10.35 in 2001-02. Similarly the 
value of workmen in total value of HR in NTPC Ltd was 47.82 in 
1999-2000, 50.08 in 2000-01 and 49.59 in 2001-02. The final 
analysis of percentage share of value of execut ives , supervisors 
and workmen clearly reveals that value of execut ives has not 
changed much in all three years of review, but supervisory 
pe r sonne l ' s value in total value has decreased in all the years. The 
proport ion of value of workmen in total value of HR in NTPC has 
shown an upward movement in 2000-01 as compared to previous 
year but has dipped marginal ly in 2001-02 as compared to 2001-02. 
E m p l o y e e C o s t 
Employee cost has been depicted by the NTPC in all the 
Balance sheets . Data noted in table (4.2) makes an assessment of 
what has been spent by the NTPC on its employees dur ing 1992-93 
to 2001-02. It is observed that the amount spent on salar ies , wages 
and benef i t s including Provident Fund and other cont r ibut ions and 
excluding payment to personnel for social ameni t ies amounted to 
Rs. 1 1744 lakhs in 1992-93which jumped to Rs. 74943 lakhs in the 
year 2001-02 regis ter ing a s igni f icant rise of 538.14 per cent over 
1992-93. 
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Human Resource Accounting Practices in Public Sector Companies in India 
There is s ignif icant rise in expendi ture on other benef i t s also 
such as wel fa re expenses which amounted to Rs.2095 lakhs in 
1992-93 and rose to Rs.13593 lakhs in the year 2001-02 -
regis ter ing a s ignif icant rise of 548.83 per cent. Township is 
another head of expenses on which company spent Rs. 4694 lakhs 
which is more than double of the f igures of the year 1992-93 
when it was jus t Rs .2137 lakhs. Educat ional and medical faci l i t ies 
have also been accorded top priori ty by the corpora t ion . It spent 
Rs. 180 lakhs and Rs. 710 lakhs on educat ional and medical 
faci l i t ies respect ively in the year 1992-93. The same has gone up 
to Rs. 1206 lakhs and 3585 lakhs respect ively in 2001-02 there by 
indicat ing an increase of 570 per cent and 404.93 per cent on 
educat ional and medical faci l i t ies . The NTPC also provides 
subsidised t ransport faci l i t ies to its employees . The expendi ture on 
t ransport has increased from Rs. 108 lakhs to Rs. 387 lakhs in 
2001-02. In terms of percentage it has increased by 258.33 per 
cent in 2001-02 over 1992-93. NTPC has also taken care of social 
and cultural act ivi t ies of its personnel . The expendi ture thus on 
social and cultural act ivi t ies has increased by around four t imes 
i.e. it has increased from Rs. 272 lakhs in 1992-93 to Rs. 788 
lakhs in 2001-02 corporat ive fair price shops and canteen are other 
two subsidised amenit ies on which NTPC has spent lakhs of 
rupees. The expendi ture on subsidised canteen has gone up 
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t remendously from Rs. 338 lakhs in 1992-93 to Rs. 1145 lakhs in 
2001-02 - a sharp rise of 238.76 per cent over 1992-93. Thus, 
expendi ture on all other benef i t s totali ty has in r isen f rom Rs. 
5842 lakhs in 1992-93 to Rs. 25399 lakhs in 2001-02 regis ter ing a 
growth of 334.77 per cent over 1992-93. 
A review of HRA pract ices in NTPC reveals that the 
corporat ion has been evaluat ing its HR regular ly . This 
informat ion is publ ished in annual reports also. Though the 
number of employees has decreased over a period of t ime yet there 
is no decl ine in their values. There has been a cont inuous rise in 
the values of HR in NTPC. Moreover , the amount spent on 
salaries , wages and other benef i t s has gone up t remendous ly over 
a period of time, it is also important to note here that there has 
been no change in the HR disclosure during the per iod of study. 
Due to non-avai labi l i ty of Annual Reports for all the years, the 
informat ion could not been presented in a symmetr ic way. 
B h a r a t H e a v y E l e c t r i c a l s L i m i t e d ( B H E L ) 
Introduction 
BHEL is Ind ia ' s largest engineer ing company and one of its 
kind in this part of the hemisphere . It manufac tu res a wide range 
of power generat ion equipment and system besides equipment for 
industry, t ransmiss ion, t ransport , defence , t e lecommunica t ion and 
il business . The first plant of BHEL was set up at Bhopal in 01 
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1956, which signalled the dawn of the heavy electr ical industry in 
India. In the early sixties three more major plants were set up at 
Hardwar, Hyderabad and Tiruchirapal l i . They form the core of the 
divers i f ied product range, systems and services that BHEL of fe r s 
today. The company now has 14 manufac tur ing divis ions, 9 service 
centres and 4 power sector regional centres, besides its project 
sites are spread all over India. 
B H E L ' s business broadly covers convers ion, t ransmiss ion , 
ut i l isat ion and conservat ion of energy in the core sectors of the 
economy that fu l f i l s infras t ructura l needs of the country. Its 
products have established an enviable reputat ion for high quality 
and rel iabil i ty, which is largely due to the emphasis placed all 
along on contemporary technology. BHEL has consis tent ly 
upgraded its design and manufac tur ing faci l i t ies to in ternat ional 
s tandards by acquir ing and assimilat ing some of the best 
technologies in the world from leading companies in the USA, 
Europe and Japan together with technologies from its own research 
and development centres.^ 
BHEL has a corporate research and deve lopment centre 
supported by an R&D group at each of the manufac tu r ing 
divis ions . B H E L ' s technology policy, which has been der ived from 
the Nat ional Technology Policy, has adopted a j ud ic ious mix of 
indigenous ef for t and select ive col laborat ion in essent ia l areas. 
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The company is thus able to cont inuously upgrade its technology 
and product designs to contemporary standards.^ 
Around 46855 employees in BHEL, form the backbone of the 
company. The greatest s trength of BHEL is it highly skilled and 
commit ted people. The Human Resource Development Insti tute 
and other t raining inst i tutes of the company not only help in 
keeping their skills updated and f inely honed but also add new 
skil ls when required. Every employee is given an equal 
opportuni ty to develop himself and improve his posit ion. 
Cont inuous t raining and retraining, a posi t ive work cul ture and a 
par t ic ipa t ive style of management have led to the development of 
mot ivated work force and enhanced product ivi ty and quality 
levels. 
BHEL has also set up several nat ional level research 
inst i tut ions with the ass is tance of the United Nat ions Development 
Programme (UNDP). These include Welding Research Insti tute 
and Occupat ional Health Service Centre at Tiruchy, Pollution 
Control Research Inst i tute at Hardwar , Centre for Development of 
Electr ical Transpor ta t ion at Bhopal and Ceramic Technology 
Inst i tute at Bangalore . Since the major i ty of the ut i l i t ies are coal-
based, a fuel evaluat ion facil i ty has been set up to test coal for 
evolving better design parameters . ' ' 
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B H E L ' s operat ions are organised around three business 
sector , namely, Power, Industry and Internat ional Opera t ions . It 
has exported its equipment and service to over 50 countr ies . With 
the receipt of repeat order, 80% of boilers instal led in Malaysia 
are of BHEL make. Besides, several BHEL hydro sets are also in 
operat ion there. BHEL rehabi l i ta ted several boi lers in Malaysia 
and converted these to gas f i r ing. The company also suppl ied and 
commiss ioned gas turbines to Malaysia on a t ight delivery 
schedule . BHEL also made a breakthrough in the European market 
by supplying 2 TG sets of 600MW rating to both Mal ta and Cyrus. 
BHEL does trade with Egypt and Saudi Arabia also.^ 
H u m a n R e s o u r c e A c c o u n t i n g P r a c t i c e s in B H E L 
BHEL is one of the earl iest organisa t ions in India which 
started the pract ice of HRA. The company does not consider 
labour as a cost but as a resource and in valuing this important 
asset it has been guided by the Lev and Schwar tz model . The 
expected salary, increments there of and expected years of service 
of an employee are taken into considerat ion and fur ther d iscounted 
at a rate decided by the organisa t ion. BHEL fo l lows this model 
with the fol lowing assumptions: 
i. present pattern in employees compensat ion , inc luding direct 
and indirect benef i t s , including the e f fec t of wage revis ion; 
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ii. normal career growth as per the present pol ic ies with 
vacancies filled from the levels immediately below; 
iii. weightage to change in e f f i c iency due to age, exper ience and 
skil ls; and 
iv. application of the discount factor , 12% per annum on the 
future earnings, to arrive at the present value.^ 
The history of HRA pract ices in BHEL dates back to 1971-
72 and since then it has never looked back. For the purpose of 
analysing trends in HRA, the data since 1981 onwards has been 
reviewed to provide a more comprehens ive and detai led pic ture of 
the valuat ion of HRA in the organisa t ion . In certain years some of 
the informat ion has been omitted whereas in some others some 
more information has been added. However , in recent years, the 
company has changed it methodology of presenta t ion of accounts . 
Hence, f irst of all, the trends in HRA are be ing assessed subject to 
avai labi l i ty of informat ion in the f inancia l s ta tements f rom 1981-
82 to 1993-94. Thereaf ter , the recent prac t ice of HRA has been 
thoroughly analysed. However , it is important to ment ion that 
there is no compulsion for that compulsory d isc losure of human 
assets in the f inancial s ta tements . There have been certain changes 
in presentat ion of accounts in d i f fe ren t years . Table No. 4.4 
exhibi ts a comprehensive prof i le of HR and their valuat ion in 
BHEL since 1981-82 onwards . 
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Human Resource Accounting Practices in Public Sector Companies in India 
It is evident from the table that since 1981-82, they have 
been c lass i fying the profess ionals under 6 major heads as 
Executives, Supervisors , Art isans , Support ing Technical Staff 
(STS), Clerical and Of f i ce Staff (COS) and Unski l led /semi-sk i l led 
workers (USSW). However , in 1977-78 there were 7 types of 
employees namely, Engineers / Technic ians , Accountan t s , Doctors , 
Scientis ts , Art isans, Clerical Staff and others 
BHEL had been quite consis tent and strict in this 
c lass i f icat ion upto 1993-94. Now there has been a change in these 
major heads (see table-4.6) . So far as the number of total 
employees is concerned, it has been increasing with the size and 
prof i tabi l i ty of the organisa t ion. However , in some years it has 
been observed that the number of total employees has gone down. 
In 1975-76, total number of employees was around 52,000, which 
went up to 56,137 in 1977-78. In 1981-82 it, was 69,800 which 
means that in 4 years, i.e. 1977-78 to 1981-82, there was a sharp 
increase in the total number of employees by 13,663. This increase 
in the number of employees in jus t four years is a record increase 
in BHEL, the reason being that during these years a lot of new 
units of BHEL were set up and star ted opera t ing . More 
importantly, this increase was in the field of manager ia l and 
technical jobs as the number of ar t isans went down during the 
period. It was 28,792 in 1977-78 and 27,160 in 1981-82. It was 
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69,800 in 1981-82 and rose to 71,750 in 1982-83, 74800 in 1983-
84 and went down to 74.464 in 1984-85. Again there was an 
increase by around 500 employees and in 1985-86 it was 74,915. 
In 1986-87 a mere increase of 3 employees was noticed as it was 
74,918. In 1987-88 it was 74.813, which went up to 75,116 in 
1988-89. Since then the total number of employees has been 
decreasing and in 1993-94 it was shown as 70,463. 
The break-up of the total number of employees on the basis 
of their designat ion is done, it will guide us to have a better 
unders tanding. With this point in mind, now an at tempt is being 
made to discuss the separate categories of the employees of the 
company. 
E x e c u t i v e s 
The number of execut ives had been going up till 1989-90 
when their number was 12.044, being 16% of the total employees . 
Af te r 1989-90 the number started having a downward t rend and it 
fell to 11,899 in 1993-94. being 17% of the total employees . It is 
evident here that though the total number of employees and also 
the number of execut ives had a downward trend, their share in the 
total employees has always been going up. In 1981-82 out of the 
total employees, 13% were execut ives . In 1985-86 it went to 15%, 
in 1989-90 t o l 6 % and in 1993-94 to 17%. It shows that BHEL has 
been in need of more and more execut ives year by year , which 
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proves that the p lanning and decis ion-making force is more 
e f fec t ive and e f f ic ien t . Further , the management is supposed to be 
more concentrated on the decis ion-making body of the 
organisat ion. 
S u p e r v i s o r s 
The number of supervisors in BHEL has not been increasing 
in the same way as that of the execut ives . It we take into account 
the percentage of supervisors out of the total employees, we find 
that it has been quite consis tent during all these years. In 1981-82 
the percentage was 14, in 1985-86 it was 16 and since then it had a 
s table posi t ion at 16. it should be kept in mind there that the size 
of execut ives in total s tarted going down in 1989-90 whereas the 
number of supervisors in total started having a downward trend in 
1984-85. These two d i f f e ren t trends can provide some ground for 
being technical ly se l f - su f f i c i en t and the e f f i c ien t working of 
supervisors . 
A r t i s a n s 
The role of ar t isans in a company like BHEL, which deals in 
manufac tu r ing heavy plants and generat ing electr ici ty etc. is very 
important . In 1977-78 BHEL had 28,792 art isans who const i tuted 
51% of its total force . The greatest number of employees in BHEL 
is still of ar t isans and in 1993-94 their number was 28,935. which 
was 41% of the total employees i.e. 10% less than in 1977-78. 
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However , during this period (1977-78 to 1993-94) there were both 
an increase and a decrease in the total number of ar t isans and also 
in the percentage of total s ta f f . In 1981-82 there were 21,160 
ar t isans who const i tuted 39% of the total work force . From 1981-
82 to 1983-84 the number of art isans had an upward t rend, it being 
28,155 in 1983-84. In 1984-85 the number of ar t isans was 27,644 
and in 1985-86 was 27,953 when their percen tage in the total 
employees went down to 37%. In 1986-87 there was an increase in 
the number of ar t isans by around 1.7%. In 1989-90 the number of 
ar t isans touched its peak in BHEL with that of 29,809, which was 
40% of the total work force. Since then there has been a marginal 
decrease in the total number of ar t isans which was 28,935 in 1993-
94, being 41% of the total work force . Important ly , it should be 
noted here that in 1977-78, when were only 28,792 ar t isans , their 
share in the total employees was 51% whereas in 1993-94 even 
when the total number was 28,934, its share was only 41%. It 
shows that in the initial years, out of the total avai lable work 
force , there were more art isans and today their share has gone 
down. 
S u p p o r t i n g T e c h n i c a l S t a f f ( S T S ) 
Out of the 6 types of employees in BHEL, the total number 
of STS has always been the least, the reason being its suppor t ing 
nature. Such employees are general ly at tached to supervisors and 
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artisans in some way or other. General ly, the number of STS has 
been going down in the last 12-13 years. In 1981-82, its number 
was 4,310 which fo l lowed a downward trend till 1987-88 when it 
was 3,743. Af te r 1987-88, in 1988-89 its number went upto 3,804 
and since then again it has been going down. In 1993-94 its 
number was 3,496, which is the lowest f igure for in the last 13 
years. If we analyse the percentage of the total employees we find 
that it has been going down in the last years and the decrease is 
quite consis tent as in 1981-82, out of the total employees, 6% 
were STS whereas in 1985-86 and 1993-94, it was merely 5% of 
the total strength of employees . In can be interpreted that B H E L ' s 
policy of achieving excel lence is to make technical s taf f more 
se l f -dependent and responsib le rather than going for support ing 
s taf f . To some extent BHEL has succeeded in its target by 
increasing the percentage of ar t isans more than that of STS in the 
total strength of employees . 
C l e r i c a l and O f f i c e S t a f f ( C O S ) 
So far as COS is concerned . BHEL has taken due care to 
maintain their size in total employees . It has been keeping track of 
the o f f i ce automation systems and more e f f i c ien t use of the o f f i ce 
machinery. Though the total number of COS increased marginal ly 
in the initial years of the study, the later decrease in size in 
recorded. In 1981-82 the number of COS was 6,090, which went 
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up to 6,120 in 1982-83 and further to 6,230 in 1983-84 and 6,263 
in 1984-85. Af te r 1984-85 there has been a decrease in the total 
size of COS. In 1985-86 it was 6,202 and it fur ther went down to 
5,699 in 1986-87 and 5,580 in 1987-88. Again in two consecut ive 
years there was an increase as in 1988-89 it was 5,581 and it was 
5,602. Its number went down to 5,522 in 1990-91 and again a 
small increase was observed as in 1991-92 it went up to 5,537. 
Since then it has been going down. In 1992-93 it was 5,397 and in 
1993-94 it reached 5.193. The decrease in the total number of COS 
has been because of the good o f f i ce management techniques 
fol lowed by BHEL and commuter isa t ion through the percen tage of 
COS in the total number of employees, it may be seen that is 
number has been quite consistent as in 1981-82 its pe rcen tage was 
9 per cent and it has been going down marginal ly as in 1985-86 it 
was 8 per cent and in 1989-90 and 1993-94 it stood at 7 per cent of 
the total employee strength. 
U n k i l l e d / S e m i - S k i l l e d W o r k e r s ( U S S W ) 
This category of employees comes next to ar t isans so far as 
number is concerned, initially. But in the later years it has gone 
down to number four because the number of execut ives and 
supervisors has gone up. It can be treated as an indicat ion of the 
progress ive approach of BHEL. In 1982-83 the number of USSW 
was 13,100, it being 19% of the total employees . This number 
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went up to 14,590 in 1983-84, which is highest ever between 1981 
and 1994. Af te r 1983-84 it had a downward trend and in 1985-86 
it was 13,724, which const i tuted 19% again of the total employees. 
This consistency was very well maintained in the organisat ion, but 
in the downward trend and it reached 1 1,567 in 1989-90, being 
16% of the total employees and fur ther in 1993-94 it was 9,773, 
being 14% of the total employees . It should be noted here that 
1993-94 had lowest f igure of USSW in the course of the study, i.e. 
1981-94. It shows that BHEL went for adopting new technology 
for keeping pace with the other industr ies, which resulted in a 
decrease in USSW. 
V a l u a t i o n of H R in B H E L 
As ment ioned at the outset , BHEL fol lows the Lev and 
Schwartz model of valuat ion of HR. "Prior to 1981-82 one change 
in the model has been made which assumes the maintenance of 
s taff s trength at the exis t ing level, and no replacement as and 
when ret i rement takes p l a c e . T h o u g h such valuat ion and 
depict ion is not audi ted, it helps the management to have a sound 
decision policy and the correct picture of total assets including 
physical assets , current assets and human assets come before the 
management and the part ies interested in the f inancial informat ion 
of the organisa t ion . If the total value of HR in d i f fe ren t years is 
compared, it will show t h c s p e e d of progress in the organisat ion 
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and the creation of HR in d i f fe ren t years. In 1977-78 the 
organisat ion had HR worth Rs. 4,127 mill ions which reached Rs. 
37,532 mil l ions in 1993-94. This increase of around 9 t imes in the 
value of HR shows that the organisat ion has reached a matured 
stage and year af ter year a good amount of HR has been added to 
the worth . 
This also shows that there has been a steady rise in the value 
of HR. However , if it is s tudied together with the number of 
employees, it will be seen that the number of employees has a 
downward trend now. It shows that the per employee worth is 
increasing, which is a good sign for the organisa t ion . Each 
segment of employees is analysed below on the basis of its value. 
E x e c u t i v e s 
BHEL values its execut ives at a very high pr ice . If we look 
at their value we find that one execut ive valued at Rs. 2.09 lakhs, 
in 1981-82 reached to Rs. 3.28 lakhs in 1985-86 and fur ther to 
Rs.4.11 lakhs in 1987-88. There has been a regular increase in 
their values as the value of one execut ive was recorded at Rs. 5.75 
lakhs in 1989-90 and Rs. 9.02 lakhs in 1993-94. This increase 
indicates the creation of assets within execut ives on the basis of 
their important role in the organisa t ion. If we see the percentage 
of execut ive , values in the total value, we can draw interest ing 
conclus ions . In 1981-82, 27 per cent of the total value of HR was 
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of executives, which went down to 26 per cent in 1985-86 and 
stood at it in 1989-90. But in 1993-94 it went upto 29 per cent. 
These marginal f luc tua t ions are the result of d i f fe ren t exper iments 
made by the organisat ion. And at present execut ives have the most 
important role to play. Their percentage is lower then that of 
art isans only because of their size. In number, ar t isans are around 
three t imes as great as execut ives . But valuat ion wise executive 
are at the top. It may be because of their earning capaci t ies which 
are the very basis of the calculat ion of HR. 
S u p e r v i s o r s 
So far as technical supervis ion is concerned, supervisors are 
valued at the top. In 1981-82, one supervisor was valued at Rs. 
1.041akhs, which has been increasing throughout the study period. 
In 1985-86 it went up to Rs. 5.83 lakhs. As the organisat ion is 
get t ing mature, the value of supervisors is increasing. 
Interest ingly supervisors value is quite on a par with the average 
value of an employee which was Rs. 1.01 lakhs in 1981-82, Rs. 
1.81 lakhs in 1985. Rs. 4.22 lakhs in 1989-90 and Rs.5 .33 lakhs in 
1993-94. It can also be analysed that the increase in the value in 
the initial years is more than in the later years. If the share of 
supervisors is in terpreted, it again leads us to an interest ing 
picture of the organisa t ion . The posi t ion of supervisor value is the 
reverse of that of execut ives so far as its percentage it in the total 
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value of HR is concerned. In 1981-82, 15 per cent of the total HR 
was the value of supervisors which had an upward trend till 1989-
90, as in 1985-86 it became 18 per cent and in 1989-90, 21 per 
cent. But in 1993-94 the percentage of the value of supervisors in 
the value of total HR went down to 17 per cent, whereas in the 
case of executives in went up to 27 per cent. The decrease in the 
value share of supervisors was shi f ted to execut ives and art isans, 
al though per artisan value was less than per supervisor value. 
A r t i s a n s 
As discussed earlier, the number of art isans is at the top in 
BHEL and const i tutes a little more than one-third of the total work 
force of the organisat ion. But since the per employee salary of 
art isan is much less than that of execut ives and superv isors , their 
per artisan value is also less. In 1981-82 one art isan was valued at 
Rs. 0.84 lakh, which went up to Rs. 1.49 lakhs in 1985-86, Rs. 
2.87 lakhs in 1989-90 and Rs. 4.25 lakhs in 1993-94. If the per 
artisan value is compared with the average employee value, we 
find that the d i f fe rence between them is decreasing year by year. It 
is an indication of the e f f ic ien t service provided by ar t isans in 
BHEL. The percentage the value of artisan const i tu tes a little less 
than one-third of the total value of HR. In 1981-82 their share was 
32 per cent, in 1985-86 it went down to 31 per cent and there was 
a again, a decrease in the share of supervisors" value. Interest ingly 
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the number of art isans is around three times as great as that of 
execut ives whereas in value it is merely a 5 per cent to 6 per cent 
increase. 
S u p p o r t i n g T e c h n i c a l S t a f f ( S T S ) 
As discussed earl ier , BHEL has a policy of making its 
engineers se l f - su f f i c i en t and responsible by decreasing the size of 
support ing s ta f f , which is one of the importance reasons for 
increase in the number of execut ives , supervisors and art isans. In 
the same way as the number of STS is going down, their values 
share in the total value of HR is also decreasing consis tent ly. In 
1981-82 it const i tuted 6 per cent of the total value of HR, which 
went down to 5 per cent in 1985-86 and fur ther to 4 per cent in 
1989-90. In 1993-94, it stayed at 4 per cent. At f irst , STS was 
valued at a bit more price than art isans but later on it was on a par 
with them. In 1981-82 one STS was valued at Rs . l lakh which 
went upto R s . l . 6 6 lakhs in 1985-86 and Rs. 2.87 lakhs in 1989-90. 
It stayed on a par with ar t isans in 1993-94 with Rs. 4.25 lakhs per 
STS. The d i f f e rence between the average value of one employee 
and that of one STS is more or less the same as that of art isans. 
Again, it should be noted that BHEL wants to decrease the size of 
STS by sh i f t ing them to various other f ields. 
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C l e r i c a l and O t h e r S t a f f ( C O S ) 
The number of COS is more than that of STS in BHEL. Their 
number also has a downward trend during the last years because of 
o f f i ce automation, computer isa t ion and other new technologies 
adopted by the organisat ion. But COS still plays a major role in 
achieving the goal of the organisat ion. COS has been valued at 
jus t a bit more price than USSW and almost on a par with art isans 
and STS but art isans than USSW. In 1981-82 one COS was valued 
at Rs. 0.90 lakh which increased to Rs. 1.61 lakhs in 1985-86, Rs. 
2.87 lahks in 1989-90 and was on a par with STS and art isan at Rs. 
4.251akhs in 1993-94 which is around Rs. 1 lakh less than the 
average value of an employee. If the trend in the value share out 
of the total value of HR is analysed, it can be seen that COS has 
the same trend as STS. In 1981-82, COS had 8 per cent value of 
the total HR, which went down to 7 per cent in 1985-86 and 6 per 
cent in 1989-90. In 1993-94 it stayed at 6 per cent . It has a 
downward trend which is an indicat ion of the modern isa t ion and 
e f f ic ien t use of COS, keeping in view their value and number . 
U n s k i l l e d / S e m i - S k i l l e d W o r k e r s ( U S S W ) 
This segment of employees had the second posi t ion in 
number of art isans in 1981-82 which went down to the fourth 
posi t ion in 1993-94. These years revolut ionised the working in 
BHEL and brought it to an internat ional s tandard . But so far as 
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their value is concerned, it had the same place in 1993-94 as in 
1981-82. In 1981-82, 12 per cent value of the total HR was 
const i tuted by USSW which increased to 13 per cent in 1985-86 
and went down to l l p e r cent 1989-90. In 1993-94, it s tayed at 11 
per cent and had the four th posi t ion, as in 1981-82. So far as the 
value of one USSW, is concerned, it used to be least valued till 
1992-93 but 1993-94 valued him at a more price than an artisan 
and a member of the STS and COS. In 1981-82 one USSW was 
valued at Rs. 0.64 Lakh, in 1985-86 the value was Rs. 1.28 lakhs 
and in 1989-90 it went upto Rs. 2.61 lakhs, being the least value 
segment . But in 1993-94 it reached Rs. 4.39 lakhs which was more 
than that of an antisan and of a member of the STS and COS by 
around Rs. 0.14 lakh. It shows the importance given to this 
segment of employees in BHEL. 
During the years 1986-87 and 1987-88, HR Values went up 
by 15% partly due to a rise in emoluments and par t ly due to the 
growing number of p rofess iona ls and ar t isans. Valu ing the 
employees in BHEL has brought about a lot of good resul ts in the 
organisat ions and at present it is one of the most important 
organisat ions for the government . The employees of BHEL have 
been bagging a lot of national awards and it has made its presence 
felt in the internat ional area. It is no longer a conservat ive 
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organisat ion and has siiown adaptabil i ty to all new techniques 
which are beneficial to i t . '" 
C u r r e n t T r e n d s in H u m a n R e s o u r c e A c c o u n t i n g P r a c t i c e s 
in B H E L 
To asses the HRA practices of BHEL, a comprehens ive 
assessment of annual reports of the company was done. Method of 
presenta t ion of HR information in f inancial s ta tements a f te r 1993-
94 revealed a d i f fe rent picture than that of fo l lowed by the 
company prior to that. The company has discont inued the pract ice 
of HR valuat ion. Moreover, the profess ional p rof i l e has also 
undergone a change. On personal enquiry with the account ing 
depar tment , various reasons of this changing pat tern of 
presentat ion of information in f inancial s ta tements were brought to 
our notice, the most d i f f icul t one was that there is no compuls ion 
under any act or accounting standard so far to value HR. Apart 
f rom this, a lot of complicat ions for account ing depar tment arise if 
adequate HR information is presented in annual reports . It adds to 
the size of annual reports. Now. the company reveals only 
c lass i f icat ion and summary- of cost of employees in the annual 
reports . The fol lowing table shows the profess iona l p rof i le of HR 
of BHEL af ter 1993-94: 
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Table (4.6) 
Showing Trends in Professional Profile of Human Resources in 
BHEL 
(Period 2001 to 2003) 
Group/class 2001 2003 
Number of employees Number of employees 
Group A 11851 12876 
(25.25) (24.65) 
Group B 10672 10429 
(22.74) (19.97) 
Group C 21233 24597 
(45.24) (47.10) 
Group D 3179 4323 
(6.77) (8.28) 
Total 52225 
(100.00) 
46935 
(100.00) 
Note: Figures with in brackets indicate Percentage to total . 
Source: Annual Reports , BHEL. 
A cursory glance over the data set out in above table reveals 
that now there are only four categories of employees in BHEL 
namely A, B, C, and D. The total number of employees was 52225 
in 2001 which decl ined to 46935 regis ter ing a decl ine of 1 1.27 per 
cent over 2001. There is decrease in the number of all groups of 
employees except group B which has increased marginal ly by 243. 
The number of total employees in BHEL had been over 75000 in 
1988-89. The decrease in the number of employees is mainly due 
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to the fact that now many employees are opt ing for VRS due to 
downsiz ing policy of Government . 
T a b l e (4 .7 ) 
S h o w i n g the S u m m a r y of E m p l o y e e C o s t in B H E L 
( P e r i o d 2 0 0 0 - 2 0 0 3 ) 
(Rs. in Lakhs) 
S.No Items 2000 2001 2002 2003 
1. Salary, Bonus 
& other 
Al lowances 
84661.74 168452.49 1 10968.41 1 15024.66 
2. Contr ibut ion to 
Gratuity Fund 
4405.48 19923.19 9097.37 9770.00 
3. Contr ibut ion to 
Provident & 
other Fund 
7406.89 15743.12 9816.58 9968.38 
4. Group 
Insurance 
318.94 238.00 327.32 213.25 
5. S taf f Welfare 
Expenses 
16503.93 12664.36 14252.04 15488.15 
Total 1 13296.98 217021.16 144461.72 150464.44 
Source: Annual Reports , BHEL 
Above noted table depicts the employee cost in BHEL during 
the years 2000 to 2003. It clearly indicate that the total amount 
spent on salary, bonus and other a l lowances , contr ibut ion to 
gratui ty fund, provident fund and other funds , group insurance and 
s taff wel fare was amounted to Rs 1 13296.98 lakhs in the year 
2000. The amount increased s igni f icant ly to Rs. 150464.44 lakhs 
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in 2003 registering a rise of 32.81 per cent over 2000. A deeper 
probe fur ther reveals that expendi ture on salary, bonus and other 
a l lowances increased from Rs. 84661.74 lakhs in 2000 to Rs. 
1 15024.66 in 2003 and increase of 35.86 per cent over 2000. The 
contr ibut ion to gratuity fund increased over two t imes i.e. f rom 
Rs. 4405.48 lakhs in 2000 to Rs. 9770 lakhs in 2003. The 
expendi ture on group insurance during 2003 has decreased because 
of a simple reason that the number of employees has also 
decreased during the same period. The expendi ture on s taf f 
we l fa re has also decreased from Rs. 16503.93 lakhs in the year 
2000 to Rs 15488.15 lakhs in 2003 regis ter ing a minor decl ine of 
6.15 per cent over 2000 due to similar reasons. 
The analysis of f inancial s ta tements of BHEL for d i f fe ren t 
years reveals that the company had been valuing its HR up to the 
year 1993-94, though the company was pioneer in valuat ion of its 
HR and showing the same in annual reports . It is important to 
ment ion, here that BHEL had opened the door for other similar 
organisat ion which were not aware of this emerging area of 
account ing. The BHEL to our est imation had been able to convince 
the account ing fraterni ty about its d isc losure prac t ices but a 
review of latest account ing reports is represent ing a l together a 
d i f fe ren t picture. The company is now repor t ing informat ion about 
human resource management , HRD policies , HR class i f ica t ion 
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(New) and expenditure incurred on employees only. The company 
has discontinued the pract ice of HR valuat ion in the annual 
reports . This new trend indicate the inconsis tent method of 
disclosure HR information by BHEL over the period of s t u d y . " 
Stee l A u t h o r i t y of India Ltd . ( S A I L ) 
Introduction 
Steel Authority of India Ltd. (SAIL) is a company registered 
under the Indian Companies Act, 1956 and is an enterpr ise of the 
Government of India. It operates and manages f ive integrated steel 
plants at Bhilai (Chhat isgrah) , Bokaro (Jharkhand) , Durgapur 
(West Bengal) , Rourkela (Orissa), Burnpur (West Bengal ) , and a 
plant of the Indian Iron and Steel Co. Ltd. ( I ISCO), which is 
whol ly owned subsidiary of SAIL. SAIL has also four units of 
Alloy Steels and Ferro-al loys at Durgapur (West Bengal ) , Salem 
(Tamil Nadu), Chandrapur (Maharasht ra) and Bhadravat i 
(Karnataka) . The plant at Chandrapur belongs to the Maharash t ra 
Elketrosmel t Limited which is a subsidiary of SAIL. The IISCO-
Uj ja in Pipe and Foundary Company Ltd., a subsidiary of IISCO, 
which was manufac tur ing costs Iron Spun Pipes at its works at 
Uj ja in (Madhya Pradesh), is under l iquidat ion. Besides , SAIL has 
seven central units viz. the Research and Development Centre for 
Iron and Steel (RDCIS), the Centre for Engineer ing and 
Technology (CET), the Management Training Inst i tu te (MTI) all 
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located at Ranchi, Central Coal Supply Organisat ion located at 
Dhanbad, Raw material division, Growth Divis ion and 
Envi ronment Management Division all located at Kolkata . SAIL 
Consul tancy Division (SAILCON) funct ions f rom New Delhi . The 
market ing of products of SAIL plants is done through the Central 
Marke t ing Organizat ion (CMO), Kolkata which has a countrywide 
dis t r ibut ion network. As part of the business res t ruc tur ing plan, 
subsidiary companies were incorporated under the name of Bhilai 
Oxygen Limited (BOL) on 9"' February, 1999, Bokaro Power 
Supply Company Limited on 17.8.2001 and Bhilai Elect r ic Supply 
Company Limited on 20 .9 .2001 . ' " 
H u m a n R e s o u r c e A c c o u n t i n g P r a c t i c e s in S A I L 
The human resource is one of the most important resources 
in SAIL. The company always works for the deve lopment of its 
HR. Need based t ra ining is provided to employees to equip them to 
meet the chal lenges of the compet i t ive envi ronment . The 
manpower strength as on 31®' March, 2003 was 1,37,496. The 
manpower product ivi ty at 123 tonnes of crude steel per man per 
year regis tered an increase of 9.75 per cent over the previous year. 
With a view to opt imizing the manpower and reducing the labour 
cost , Voluntary Ret i rement Schemes were launched whereby 5814 
employees separated. 
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Presidential Direct ives on Scheduled Castes and Scheduled 
Tribes have been implemented and monitored on regular basis in 
SAIL. Out of the total manpower, 14.6 per cent were Scheduled 
Castes and 11.5 per cent were Scheduled Tribes . 
The company continues its e f fo r t s to promote the var ious 
discipl ines of sports in tune with its passion for the all round 
personal i ty development of an individual . Around 50 medal 
winning SAIL wards were awarded sports scholarships for 
fu r the rance in sport ing events . With its phi losophy of "Catch ing 
them Young" , the company is running three major Sports 
Academics-one each at Bhilai , Rourkela and Bokaro where players 
of d i f fe ren t discipl ines are developed and imparted t ra ining. 
Consistent e f for t s are made by SAIL Safe ty Organisa t ion for 
improving safety s tandards in the company spec i f i c by taking 
measures like intensive safety drives in works area, in t roduct ion 
of Risk Control Grading System in Bhilai , Durgapur and Rourke la 
Steel Plants , conduct ing safety audit , workshop & t ra in ing etc. 
During the calender year 2002, there was 33.1 per cent reduct ion 
in injur ies on works compared to year 2001. A number of safety 
t raining programmes, workshops and seminars cover ing heads of 
shops, line managers , safety personnel and t rade unions leaders 
were organised, safety audits were conduc ted in hazardous 
developments of d i f fe ren t plants and mines. Act iv i t ies of Joint 
Commit tee on Safety, Health & Environment were in tensi f ied with 
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a v iew to promote safe ty consc iousness among wider c ross sec t ion 
and inculca te safe ty cul ture . 
SAIL 'S innate s t rength lies in its human r e sou rce s . They are 
the key to its growth and success and are the most v a l u a b l e of all 
its asse ts . SAIL is inves t ing not only on m o d e r n i s a t i o n of its 
t echno log ie s and equ ipments but also on HRD which is impera t ive 
for the success of its modern isa t ion p rog ramme. The vas t po ten t ia l 
of ex i s t ing HR have been tapped to the m a x i m u m p o s s i b l e extent 
by assess ing their needs through the p r o f i l e of d i s t r ibu t ion of 
human assets p ro fe s s ion -wi se and age-wise . 
For eva lua t ion of human assets , SAIL has adop ted the 
" E c o n o m i c Valua t ion M e t h o d " and the bas ic model as conce ived 
by LEV and S C H W A R T Z incorpora t ing cer ta in r e f i n e m e n t s as 
sugges ted by ERIC F L A M H O L T Z and JAGGI & L A U . Minor 
m o d i f i c a t i o n s have been made to suit specia l r e q u i r e m e n t s of 
SAIL. The human assets va lua t ion is done by a s c e r t a i n i n g the 
fu tu re ant ic ipa ted earn ings and d i scoun t ing the same to thei r 
p resen t wor th . 
C l a s s i f i c a t i o n of E m p l o y e e s 
SAIL has c lass i f i ed its employees as manage r s , execu t ives , 
superv i so r s , c ler ical s t a f f , ski l led worke r s and semi - sk i l l ed 
worke r s upto 1992-93 (Table 4.8) . T h e r e a f t e r , the re has been a 
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Table (4.8) 
Showing Trends in Professional Profile of Human Resources in SAIL 
Category 1986-87 1987-88 1988-89 1989-90 1990-91 1991-92 1992-93 
Managers 
Below 25 . 
25 to 35 45 30 30 83 184 114 208 
35 to 45 1307 1318 1658 2000 2412 2636 2696 
45 to 50 1051 1005 1192 1322 1566 1763 1869 
Over 50 1484 1410 1659 1637 1958 1924 2203 
Total 3387 3763 4539 5042 6120 6437 7076 
(1.91) (1.91) (2.33) (2.61) (3.21) (3.40) (3.78) 
Executive 
Below 25 639 558 740 897 694 942 1046 
25 to 35 3346 3407 3271 3154 3139 2830 2994 
35 to 45 4288 4069 3746 4152 2991 2824 2516 
45 to 50 2146 2320 2307 2207 2365 2167 2098 
Over 50 2482 2854 3291 2975 3952 3550 4051 
Total 12881 13208 13355 13385 I3I41 12313 12605 
(6.34) (6.69) (6.85) (6.93) (6.87) (6.51) (6.74) 
Supervisors 
Below 25 451 249 954 620 983 965 392 
25 to 35 3925 4007 49! 1 5061 4760 4589 3640 
35 to 45 18715 18934 19625 24329 20718 19385 21470 
45 to 50 17472 19168 18364 16091 18300 18768 19059 
Over 50 15724 17278 19458 15381 24572 25296 26404 
Total 56287 59636 63312 62022 69333 69003 70695 
(27.69) (30.23) (32.49) (21.10) (36.26) (36.47) (37.93) 
Clerical Staff 
Below 25 246 179 119 250 177 170 166 
25 to 35 3314 2974 2131 3020 1718 1472 1336 
35 to 45 5543 4991 4260 5841 1951 2052 1866 
45 to 50 1645 1561 1758 1236 467 884 906 
Over 50 771 719 1261 720 276 578 599 
Total 115198 10424 9529 11067 4589 5156 4873 
(5.67) (5.28) (5.73) (5.73) (2.40) (2.73) (2.60) 
Skilled Workers 
Below 25 2541 1932 2065 2075 228 1802 2034 
25 to 35 13074 13159 12716 12163 11859 1I4I1 12094 
35 to 45 28991 27644 25792 28956 24522 24004 24605 
45 to 50 15427 16494 15347 12831 14111 14421 12780 
Over 50 11961 10377 11533 9371 12190 12570 12894 
Total 71994 60606 67453 65396 64810 65208 64407 
(35.41) (30.72) (34.61) (33.84) (33.89) (34.47) (34.42) 
Semi-Skilled Workers 
Below 25 2765 2789 3258 2904 3194 3965 4654 
25 to 35 17742 16697 13072 13562 11910 9393 8980 
35 to 45 16754 14320 13432 12045 11824 11768 8855 
45 to 50 5905 4329 4247 4407 3723 3702 2583 
Over 50 3558 2524 2675 3393 2585 2250 2107 
Total 46724 40659 36684 36311 33236 31078 27179 
(22.98) (20.61) (18.82) (18.79) (17.38) (16.43) (14.53) 
Grant Total 203292 197296 194872 193223 191229 189195 187105 
(100.00) (100.00) (100.00) (100.00) (100.00) (100.00) (100.00) 
Note: Figures within brackets indicate percentage to 
Source: Annual Reports, SAIL. 
total. 
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change in c lass i f icat ion of its employees. Firstly a review of 
employee as per former categorisat ion has been done which 
indicates that the number of employees have been c lass i f ied in 
d i f fe ren t age group as below 25, 25 to 35, 35 to 45, 45 to 50 and 
above 50. For analysing the human assets s t ructure the percen tage 
of each category of employee from the total of employees have 
been calcula ted. 
It is also apparent from table that the propor t ion of managers 
marked an increasing trend. It was 1.91 per cent dur ing 1986-87 
which ul t imately went up to 3.78 per cent dur ing 1992-93. The 
propor t ion of execut ives was always more than that of managers . 
The propor t ion of executives also marked a r ising trend except in 
1990-91 and 1991-92. It was 6.34 per cent in 1986-87 which 
increased and reached to 6.74 per cent in 1992-93. Obviously , the 
organisa t ion could emphasise more on the higher level of s ta f f . 
The s trength of supervisors was highest among all the ca tegor ies 
and it cont inuously marked an increasing t rend. The number of 
supervisors was 56,287 in 1986-87 which increased to 70,695 in 
1992-93. The proport ion of clerical s taff was less than the 
propor t ion of supervisors . Their proport ion f luc tua ted f rom year to 
year. It was 5.67 per cent in 1986-87 which decreased to 5.28 per 
cent in 1987-88 and 4.89 per cent in 1988-89, though it increased 
sharply to 5.73 per cent in 1989-90. Again it came down to 2.40 
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per cent in 1990-91, stepped upto 2.73 per cent in 1991-92 and 
decreased to 2.60 per cent in 1992-93. 
The proport ion of skilled workers was about 5 t imes the 
proport ion of clerical s taff . The proport ion of ski l led workers and 
semi-ski l led workers f luctuated from year to year. It was 35.41 per 
cent and 22.98 per cent in 1986-87 which decreased to 34.42 per 
cent and 14.53 per cent in 1992-93. It may be noted that the 
proport ion of managers , executives and superv isors marked an 
increasing trend throughout the period of s tudy whereas the 
proport ion of clerical s taff , skilled workers and semi-ski l led 
workers normally registered a decreasing t rend. This gives us a 
picture of structural change that the company is sh i f t ing f rom 
middle and lower level of employees to h igher category 
employees . This structural change improved the human e f f i c iency 
of the concern. ' ' ' 
V a l u a t i o n of H u m a n R e s o u r c e s in S A I L 
Intel lectual capital is one of the most va luab le asset of 
SAIL. The company SAIL is invest ing not only on modernisa t ion 
of its technologies and equipments but also on HRD through 
training etc. to enhance the potential and opt imal u t i l i sa t ion. The 
company evaluated its HR upto the year 1993 only. A thorough 
review of accounts for all the years upto 2002-03 was made to 
observe trends in valuation of HR but it was noted that SAIL also 
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alike BHEL is report ing current cost of its employees HR values 
during 1989-93 have been recorded in the fol lowing table to 
highl ight the past pattern of HR valuation in the company. The 
trends in presentat ion of HR information in current years have also 
been analysed to indicate the new methodology of presentat ion of 
informat ion related to HR in SAIL. 
T a b l e (4 .9 ) 
S h o w i n g V a l u a t i o n of H u m a n R e s o u r c e s in the S A I L 
( P e r i o d 1 9 8 9 - 1 9 9 3 ) 
(Rs. in crore) 
Category 1989 1990 1993 
Managers NA 663.15 1225.59 
Execut ives NA 1779.69 2176.69 
Supervisors NA 4810.50 6292.09 
Clerical Staff NA 1052.79 554.13 
Skilled workers NA 4770.99 6027.17 
Semi-ski l led/unski l led workers NA 2713.27 2839.46 
Total 12725.33 15790.39 19115.13 
Source: Annual Reports , SAIL. 
It is observed from the data noted in above table that the 
value of human resource in SAIL has gone up from Rs. 12725.33 
crores in 1989 to 19115.13 crores in 1993-an increase of 50.21 per 
cent over 1989. It is fur ther observed that the value of managers 
has become almost double in 1993 as compared to 1990. There has 
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been rise in the value of execut ives also. In 1990, the value of 
execut ives was Rs. 1779.69 crores which jumped sharply to Rs. 
2176.69 crore in 1993 thereby registered an increase of 22.31 per 
cent over 1990. valuat ion of supervisors reveals that their value 
has also gone up f rom Rs. 4810.50 crores in 1990 to Rs. 6292.09 
crores in 1993 resul t ing into a rise of 30.80 per cent over 1990. 
There is a decl ine in the value of clerical s taf f which has been jus t 
above half in 1993 as compared to 1990 i.e. f rom Rs. 1052.79 
crores in 1990 to Rs. 554.13 crores in 1993. Value of skilled 
workers has increased sharply by 47.37 per cent in 1993 over 1990 
i.e. it went up from Rs. 4770.99 crores in 1990 to Rs. 6037.17 
crores in 1993. The value of semi ski l led/unski l led workers has 
increased f rom Rs. 2713.27 crores in 1998 to Rs. 2839.46 crores in 
1993-an increase of 4.65 per cent over the same per iod . 
C u r r e n t T r e n d s in H u m a n R e s o u r c e A c c o u n t i n g P r a c t i c e s 
in S A I L 
As noted earlier , the company has changed the ent i re pat tern 
of HRA. It has not only discont inued the evaluat ion of its HR, but 
also changed the c lass i f ica t ion of HR from several ca tegor ies in 
the past to only two categories now namely execut ives and non-
execut ives . Moreover , the company has been depic t ing only the 
current cost of employees in its f inancial s ta tements since 1995 
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onwards . The fo l lowing are the latest trends in HR strength in 
SAIL: 
T a b l e ( 4 . 1 0 ) 
S h o w i n g T r e n d s in P r o f e s s i o n a l P r o f i l e of H u m a n R e s o u r c e 
in S A I L 
( P e r i o d 1 9 9 5 - 2 0 0 3 ) 
Groups 1995 1999 2000 2001 2002 2003 
Execut ives 20117 
(10.62) 
18249 
(10.44) 
16995 
(10.63) 
16775 
(10.70) 
16003 
(10.84) 
15078 
(10.97) 
Non-
execut ives 
169389 
(89.38) 
156487 
(89.56) 
15687 
(89.37) 
139944 
(89.30) 
131598 
(89.16) 
122418 
(89.03) 
Total 189506 
(100.00) 
174736 
(100.00) 
159940 
(100.00) 
156719 
(100.00) 
147601 
(100.00) 
137496 
(100.00) 
Note: F igures with in brackets indicate percentage to total . 
Source: Annual Reports , SAIL 
Data recorded in table indicates a cont inues decl ining trend 
in the number of employees during the period under review. The 
number of total employees i.e. execut ives and non-execut ives has 
decreased f rom 189506 in 1995 to 137496 in 2003 decreas ing of 
27.45 per cent over 1995. It is fur ther observed the number of non-
execut ives has always been s igni f icant ly higher than those of 
execut ives . It is because if a s imple reason that the non-execut ives 
class consist of all employees other than managers and execut ives . 
The number of execut ives was 20117 in 1995 which declined to 
15078 regis ter ing a decrease of 25.04 per cent over 1995. 
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Similarly the number of non-execut ives has also gone down from 
169389 in 1995 to 122418 in 2003 - a decrease of 27.73 per cent 
over the same period. 
E m p l o y e e s cost 
SAIL is report ing employee cost regularly in all f inancial 
s ta tement . Employee cost being an important aspect of disclosure 
of HRA has been depicted in table (4.11) which reveals that the 
total expendi ture on salaries, wages and annual bonus, 
contr ibut ion to provident fund and other funds , t ravel concession, 
we l fa re and gratuity jumped from Rs. 1474.96 crores in 1994 to 
Rs. 3723.47 crores in 2003 regis ter ing a s igni f icant rise of 152.45 
per cent over 1994. Out of total expendi ture incurred by the 
company, the salaries, wages and annual bonus const i tute the 
major i ty share i.e. it was 78.26 per cent of total employee cost in 
1994 and 71.11 per cent in the year 2003, Gratui ty and provident 
fund have always been the next head of expendi ture a f te r salaries 
and wages . In 1994. 6.41 per cent of total expendi ture was 
incurred on the provision of gratui ty. The same was 14.35 per cent 
in the year 2003. company ' s contr ibution to provident fund & 
other funds , travel concession and wel fa re expenses are other 
heads of expendi ture on which there has been a regular increase 
except travel concession with e f fec t from the year 2000 due to the 
withheld on the LTC policy of the government . 
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It is observed from the foregoing analysis of HRA pract ices 
of SAIL that the company was famous for its cons is tency in terms 
of repor t ing regarding HR in its f inancial s ta tements . But since 
1994-95, there has been a remarkable change in the pol icy of the 
company. The SAIL also alike BHEL, almost on account of similar 
reasons has discont inued the HR valuat ion in the f inancial 
s ta tements . It is also repor t ing HR informat ion a lmost on the lines 
of BHEL. Though, these companies were cons idered as trend 
set ters in the past . ' ' ' 
Oil and N a t u r a l G a s C o r p o r a t i o n Ltd . ( O N G C ) 
Introduct ion 
ONGC was formed by an Act of Par l iament (known as the 
Oil & Natural Gas Commiss ion Act No. 43 of 1959) to take over 
the act ivi t ies of the Oil & Natural Gas Direc tora te set up by the 
Government of India in 1956. it is a corpora te body, similar to a 
company. ONGC is the premier enti ty through which the 
Government explores Oil & Natural Gas Resources in the country. 
Its main accent is, therefore , on explora t ion for deve lopment and 
product ion of oil and natural gas. It does not par t ic ipa te in "Down 
St ream" act ivi t ies such as pet roleum ref in ing , d is t r ibut ion and 
re ta i l ing of re f ined products . 
ONGC operates throughout India both O f f s h o r e and Onshore. 
It struck oil for the f irst t ime in 1969 in Ank leshwar (Gujrat) . 
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Major find of Hydrocarbons are in Cambay Basin in the West, 
Assam in the East and Bombay o f f - sho re along the West Coast. 
Product ion is mainly obtained from the three sources maintained 
above. However , product ion has started recent ly f rom Cauvery, 
Ra jahmundry and Agara ta la ; also exploratory e f fo r t s are on in 
Ra jas than , Tamil Nadu, Jammu and Kashmir and Himachal 
Pradesh, West Bengal Of f - shore . 
ONGC has dis t inct ion of being one of the few oil companies 
of the world engaged in every aspect of oil explora t ion , dri l l ing, 
product ion , research, development and t ra ining. '^ Oil and Natural 
Gas Corpora t ion Limited (ONGC) is Ind ia ' s highest prof i t making 
corporate , which has achieved the landmark of regis ter ing a net 
prof i t of Rs. 6197.87 crore in the year 2001-02. Since its 
incept ion, ONGC has produced more than 600 mill ion metr ic tones 
of crude oil and suppl ied more than 200 bi l l ion cubic metres of 
gas, thus fue l l ing Ind ia ' s economy. 
To achieve this sustained growth, ONGC decided to double 
the oil and gas reserves . In 45 years of operat ion, ONGC accreted 
six bill ion tones oil and oil equivalent reserves , and ONGC has 
drawn a plan to double these reserves in the next 20 years. 
Secondly, the global recovery factor of ONGC is of the order of 28 
per cent. The target is to raise this to the level of 40 per cent, over 
the same 20 years . Out of the six bill ion tones of oil and gas 
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reserve accret ion, four bill ion tones are expected to come from 
of f shore and deep waters. 
H u m a n R e s o u r c e A c c o u n t i n g P r a c t i c e s in O N G C 
ONGC is manned by a team of nearly 40,000 profess ionals . 
Their toil is amply ref lec ted in the pe r fo rmance f igures and 
aspirat ions of ONGC. The company has adopted progress ive 
pol ic ies in sc ient i f ic p lanning, acquis i t ion, ut l isa t ion, t ra ining and 
motivat ion of the team. Needless to emphas ise , over 18,000 
experienced and technical ly competent execut ives , mostly 
scient is ts and engineers f rom dis t inguished univers i t ies / 
inst i tut ions of India and abroad, form the core of manpower of 
ONGC. They include geologis ts , geophysic is ts , geochemists , 
dr i l l ing engineers , reservoir engineers , pe t ro leum engineers , 
product ion engineers , engineer ing and technical service providers , 
f inancial and human resource exper ts , IT p rofess iona l s and so on. 
Prior to assess ing the t rends in p rofess iona l p ro f i l e and valuat ion 
of HR, a br ief review of HR pol ic ies of ONGC will give greater 
insight of the outlook of company towards its employees . 
HR pol ic ies at ONGC revolve around the basic tenet of 
creat ing a highly mot ivated, vibrant and se l f -dr iven team. The 
company cares for each and every employee and has in-built 
systems to recognise and reward them per iodica l ly . Motivat ion 
plays an important role in HR deve lopment . In order to keep its 
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employees motivated, the company has incorporated schemes such 
as reward and recognit ion scheme, gr ievance scheme, gr ievance 
handl ing schemes, suggest ion schemes, incent ive schemes to 
enhance product iv i ty , product ivi ty honourar ium scheme, j o b 
incent ive, quarterly incentive, reserve es tabl ishment honourar ium 
and group incent ives. Therefore , HR policies have been designed 
to provide the sa t is fact ion to the employees . '^ 
The basic assumption in ONGC is that the quali ty of HR 
determines , to a great extent, the success of business enterpr ise . 
The commission has always endeavoured to harmonise individual 
aspi ra t ions and corporate object ives through enl ightened personnel 
pol ic ies . A number of studies were carried out in areas related to 
human resource planning, opt imisat ion of resources, 
organisa t ional , work motivat ion etc. to improve product ivi ty and 
organisa t ional growth. 
In ONGC manpower planning is done by the Human 
Resource Group (HRG). The salient fea tures of manpower 
p lanning system in ONGC are as fo l lows: 
(i) Organisa t ion s tructure is decided at the corporate level and 
sl ightly modi f ied sometimes, through proper channel by 
Chairman and Members of ONGC. 
(ii) For upper , middle level, jun ior level and workers level 
manpower planning, there is a separate depar tment called 
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HRG at Dehradun, and each of its subs id iar ies etc. at regions 
and projects . 
( i i i) These Human Resources Groups at HQ, reg ions and projects 
keep up-to-date manpower informat ion quant i ty wise, level 
wise and place wise. 
( iv) Whenever any new work cent re /pro jec t is opened or some 
equipment are planned to be added, the depar tments /p ro jec t s 
concerned inform HRG in advance. 
(v) HRG has prepared some sort of manpower norms for 
important work like "crew per dr i l l ing r ig" , de ta i l ing number 
of senior execut ives, jun ior execut ives , ski l led workers and 
helpers etc. to man those posi t ions . HRG may revise such 
norms sometimes. 
(vi) For specif ic requirement of misce l laneous nature , the work 
study team of HRG visi ts the work p lace and decides the 
manpower required there. 
(vii) Thus, by work study, or with the help of manpower norms, 
the posts are created, and they may be f i l led ei ther by 
t ransfer from one place to another or p romot ion of exis t ing 
employees; and recrui tment f rom outs ide the organisa t ion . 
(vi i i ) Recrui tment of execut ives and t rans fe rs are general ly done 
or decided at HQ, Dehradun through the help of Interview 
Board and Transfer Commit tee . 
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(ix) Recrui tment of Class- I l l and Class-IV is general ly done by 
regions and projec ts and they remain in respect ive region or 
pro jec ts (not t ransfer red) . 
(x) HRG also does career planning for var ious levels of 
execut ives in important discipl ines and success ion planning 
for key posi t ions in the organisat ion also. 
(xi) Turnover of employees due to superannuat ion is worked out, 
cons ider ing the age factor , where as a t t r i t ions due to 
res ignat ions , dismissals etc. are not ca lcula ted . 
The ONGC also has been using Lev and Schwar tz model for 
comput ing the value of HR. This model has been used with the 
fo l lowing assumpt ions: 
i. The employee cont inues at the same posi t ion till 
superannuat ion , 
ii. All direct and indirect employee costs are cons idered with 
escla t ions limited to corporate compensa t ion prac t ice , and 
generate economic condi t ions , and 
iii. A discount ing factor of 8 per cent is appl ied . 
The HR of ONGC have been c lass i f ied into two groups, 
namely. Groups A and group B. Group A consis ts of T e c h n i c a l -
execut ives and non execut ives Group B consis ts N o n - T e c h n i c a l -
execut ives and non execut ives . The fo l lowing table shows the 
profess iona l prof i le of human resource in ONGC: '^ 
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T a b l e (4 .12 ) 
S h o w i n g T r e n d s in P r o f e s s i o n a l P r o f i l e of H u m a n R e s o u r c e 
in O N G C as on 31' ' M a r c h , 2 0 0 3 
(Numbers) 
Employee group Age distribution Total 
<31 31-40 41-50 51-60 
A)Technical 430 3897 10595 4207 19129 
Executives (25.49) (41.49) (53.64) (49.37) (20.57) 
Non-executives 541 2999 3103 624 7267 
(32.07) ( 3 1 . 9 3 ) j (15.71) (7.32) (18.47) 
Total-A 971 6896 13698 4831 26396 
(57.55) (73.43) (69.35) (56.69) (67.08) 
B) Non-Technical 197 525 2472 1461 4655 
Executive (1 1.68) (5.59) (12.51) (17.15) (11.83) 
Non-executive 519 1970 3583 2229 8301 
(30.76) (20.98) (18.14) (26.16) (21.09) 
Total-B 716 2495 6055 3690 12956 
(42.44) (26.57) (30.65) (43.30) (31.86) 
Grand Total (A+B) 1687 9391 19753 8521 39352 
(100.00) (100.00) (100.00) (100.00) (100.00) 
Note: Figures with in brackets indicate percentage to tota l . 
Source: Annual Report . ONGC. 
Data noted in above table reveals that the total number of 
employees on March 2003 was 39352. In the absence of 
adequate informat ion, it cannot be said whether the number has 
increased or decreased. But it is observed that the h ighes t number 
of employees in ONGC belong to technical group only. The 
technical s taff is 48.61 per cent of the total employees fo l lowed by 
non-technical executives who are 18.47 per cent of total 
employees in the company. It is to be fur ther ment ioned that out of 
technical employees, the majori ty were in execu t ive category i.e. 
72.46 per cent of total employees in Group A. However , the same 
were 35.93per cent in Group B. Non execut ives were 27.53 per 
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cent of total employees of Group A and 64.07 per cent of total 
employees in Group B. A very s ignif icant depict ion of employees 
on the basis of ages has been done by the ONGC. For this purpose 
employees have been classif ied in four categories i.e. below 31, 
31-40, 41-50 and 51-60. It is important to denote that major i ty of 
Group A and Group B employees fell in the age group o f ' 4 1 - 5 0 
fo l lowed by 31-40, 51-60. The least number of employees are in 
the age group below 31 category. This is a clear indicat ion that the 
company has major i ty of employees in the matured age group. 
T a b l e (4 .13) 
S h o w i n g V a l u a t i o n of H u m a n R e s o u r c e s in O N G C as on 
31'' M a r c h , 2 0 0 3 
Employee Age distribution Total Per 
group <31 31-40 41-50 51-60 employee 
(A)Technical 5291.05 42241.71 86192.37 13844.00 147569.13 7.71 
Executive (34.48) (52.98) (62.31) (57.14) (57.28) 
Non-executive 4051.29 19844.49 16656.61 1429.62 91982.01 5.78 
(26.40) (24.89) (1.24) (5.9) (35.70) 
Total (A) 9342.34 62086.20 102848.98 15273.62 189551.17 7.81 
(60.89) (77.87) (74.36) (63.04) (73.58) 
(B) Non-Technical 2354.38 5546.50 18228.14 4628.55 30751.57 6.61 
Executive (16.52) (6.96) (13.18) (19.10) (11.94) 
Non-executive 3646.29 12100.53 17241.48 4326.26 37314.56 4.50 
(23.76) (15.18) (12.47) (17.86) (14.48) 
Total (B) 6000.67 17647.03 35469.62 8754.81 68072.13 5.25 
(39.11) (2.2) (25.64) (36.13) (26.42) 
Grand total (A+B) 15343.01 79733.23 138318.60 24228.43 25762.327 6.55 
(100.00) (100.00) (100.00) (100.00) (100.00) 
Note: F igures with in brackets indicate percentage to total . 
Source: Annual Reports , ONGC. 
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The values of human resources as on 31^' March 2003 
mentioned in table (4.13) reveals that the value of all employees 
of ONGC was recorded at Rs. 257623.27 mil l ion in 2003. As 
maximum employees fall in the age group of 41-50, the value of 
this age group has been highest of all i.e. 53.69 per of total value 
of all employees. Per employee value was highest in case of 
execut ives i.e. 7.71 mill ion in Group A fol lowed by execut ives in 
Group B being 6.61 mil l ion. Per employee value of non execut ives 
in Group A and B was 5.78 mill ion and 4.50 mil l ion respect ively. 
Moreover , per employee value of all employees of Group A was 
7.81 mill ion and 5.25 mill ion, in Group B. Aggrega te value per 
employee for the entire company was 6.55 mil l ion. Thus a review 
of HR pract ices in ONGC revealed that the company is d isclosing 
adequate informat ion about its HR in its annual repor ts . Not only 
status wise but age wise c lass i f ica t ion has been done in annual 
reports of ONGC which in none of the sample companies has been 
done. Though in the absence of adequate in format ion , t rends could 
not be formed. At the same t ime the company also does not 
indicate t rends in other pe r fo rmance indicat ion of employees . '^ 
M i n e r a l s M e t a l s T r a d i n g C o r p o r a t i o n o f I n d i a Ltd . 
( M M T C ) 
Introduct ion 
The (MMTC), es tabl ished in 1963, occupies a prominent 
posi t ion in Ind ia ' s foreign t rade. Export of iron, manganese and 
chrome ores, and among f in ished fer t i l izers , only import of urea is 
canal ised. It cont inues to be the largest non-oi l importer of the 
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country and has made considerable headway in increasing its 
imports . It has also emerged as the largest bul l ion trader in the 
sub-cont inent , import ing and sell ing the largest quanti ty of gold 
and si lver. The Mica Trading Corpora t ion of India Limited 
(MITCO) was incorporated in 1973 as a wholly owned subsidiary 
of MMTC to look af ter the business of mica exclusively . Due to 
the steady decl ine in turnover which had turned negat ive, BIFR 
ordered merger of MITCO with MMTC from 1 April 1995. 
H u m a n R e s o u r c e A c c o u n t i n g P r a c t i c e s in M M T C 
MMTC has always recognised that every member of the 
company whether a manager or s ta f f , is an essent ia l ingredient of 
the total HR of the corporat ion. Unlike those t rading organisa t ions 
whose business consis ts mainly of purchase and sales t ransact ions , 
M M T C ' s business includes customer servic ing and, therefore , 
implies f ield operat ions , MMTC has dis t r ibut ion centres in 
Madras , Bangalore , Hyderabad, Cochin, Calcut ta , Haldia , Bombay, 
Ahmedabad , Delhi , Ludhiana, kanpur , Jaipur and Yamuna Nagar . 
Of total work ing strength, about one- third are involved in 
aforesa id f ield operat ions . Because of f ield operat ions and 
customer servicing, deployment and management of human 
resources assume special s ign i f icance for the Corpora t ion . 
Despi te the constra ints and chal lenges M M T C has taken lead 
in in t roducing HRA in the organisat ion HRA in MMTC covers all 
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the employers irrespective of their cadre, pay and exper ience . For 
the purpose of HRA. all the employees of MMTC have been 
c lass i f ied into two broad categories namely managers and s taf f . 
Supervisory and non supervisory cadre, employees are called as 
s taff . This classif icat ion of employees has been made on the basis 
of pay scale and status in the organisat ion. It is g rea t i fy ing to note 
that, apart from calculat ing the value of human asset , MMTC has 
also decided to analyse the turnover and the value added of these 
human assets. HR of the corporat ion have been evaluated by 
working out the present value of the ant ic ipated fu tu re earnings of 
the employees after taking into account the present pay scale and 
the promotional policies. 
The computat ion of HR value has been based on the 
guidel ines and principles enunciated in Lev and Schwar tz Model . 
The break up of total HR deployed. So in term of managers and 
s ta f f , during 1982-83 to 1997-98 as well as their total values 
calculated on the lines indicated above has been depic ted in table 
(4.14). It is observed that total number of employees increased 
from 3534 in 1982-83 to 3862 in 1987-88 the rea f t e r there is a 
decl ining trend in the number of employees . In the year 1997-98, 
the number of total employees stood at 3144 which if compared 
with 1982-83 has recorded a decrease of 11.04 per cent over 1982-
83. The decrease in the number of employees in MMTC is also due 
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to VRS and r ights iz ing policies of the Government of India, more 
speci f ica l ly with the onset of new economic policy of 1991. a 
deeper probe of data also reveals the profess ional prof i le of HR. In 
the year 1982-83, the managers consti tuted only 13.64 per cent of 
total employees . Next to managers are supervisors who have 
outnumbered the managers jus t being 14.40 per cent of the total 
employees . Non-supervisory s taf f const i tutes the 71.96 per cent of 
total employees . There is large number of employees in this 
category because of the field operation of MMTC at its 
dis t r ibut ion centres . 
Looking at the value of HR in MMTC, it is observed that 
3534 employees in 1982-83 were valued at Rs. 741.7 mil l ions 
which has gone up to Rs. 8677.7 mil l ions in the year 1997-98 - an 
increase of 1204.79 per cent over 1982-83. Further break up of 
category wise valuat ion of employees reveals that the total value 
of managers in 1982-83 was Rs. 153.6 mil l ions i.e. 20.71 per cent 
of total value of all employees . Staff consis t ing of supervisory and 
non-supervisory cadre were holding 79.29 per cent of total value 
of all employee in 1982-83, out of which 64.3 per cent of total 
value of all employees was at tr ibuted to non-supervis ing s taf f 
during the same period. In the year 1997-98, the total value of 
managers was Rs. 3637.5 mil l ions i.e. 37.59 per cent of total value 
of all employee which is much more than that of supervisory s taff . 
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The value supervisor was 2545.7 mill ions being 26.30 per cent of 
total value of all employees . As usual the number of non-
supervisory personnel was highest in 1997-98, so was their value 
as compared to other category of employees. Their value was 
62.11 per cent of total value of all employees dur ing the same 
year. 
Inferences drawn from the HRA pract ices in MMTC clearly 
indicate that the corporat ion had been evaluat ing its HR regularly 
upto the year 1997-98. Though the number of employees has 
decreased with the passage of t ime but their value has gone up 
sharply dur ing the course of t ime. In the meanwhi le , it is 
important to mention that alike other public sector under tak ings 
like BHEL and SAIL, the MMTC has also d iscont inued the 
pract ice of evaluat ing its HR since 1998-99. The accounts 
depar tment did not give any def in i te answer to our query about 
changed policy of the corporat ion, regarding HR valua t ion . But it 
is presumed that due to s imilar reasons of d iscont inuing HR 
valuat ion in BHEL and SAIL, MMTC has also swi tched to the 
exist ing pract ice and has reverted back to t radi t ional prac t ice . '^ 
C o n c l u s i o n 
The foregoing assessment of the appl ica t ion of HRA 
Pract ices in Public Sector Enterpr ises in India lead to some 
important f indings . Though access to data has been a l imiting 
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factor in almost all companies taken up for the study, yet an 
endeavor has been made to make the study more mean ingfu l and 
purpose-or iented . Financial s tatements of ail the f ive companies 
reviewed for study of HRA pract ices reveal that they are all 
opt imising their human resources to cut costs . These companies 
have been o f fe r ing f r iendly Voluntary Ret i rement Scheme (VRS) 
to their employees. For instance, in BHEL alone, over 1300 
employees have taken advantage of the scheme. Over the years, 
the s ta f f s trength in BHEL has come down f rom 62000 to 47172. 
This was done through VRS between 1999 to 2002. The move is 
aimed at making the organisat ion leaner through downsiz ing , now 
called by these companies as r ights iz ing and ra t ional i sa t ion of the 
work force . This is a good at tempt on the part of publ ic sector 
enterpr ises as one of the most important reasons of poor 
pe r fo rmance of these enterpr ises has been use of manpower in 
excess of requirement i.e. over -s ta f f ing . But a s ign i f ican t change 
that appears f rom the survey and study of the annual repor ts is that 
out of f ive companies , namely, NTPC, BHEL, SAIL, MMTC and 
ONGC, only three companies , namely, BHEL, SAIL, MMTC have 
stopped the valuat ion of HR af ter doing it far several years . NTPC 
and ONGC are still evaluat ing HR per fo rmance . How long ONGC 
and NTPC will cont inue with this pract ice is still not known. It 
should, however , be note that by d iscont inu ing the HR valuat ion, 
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public sector enterprises will have a poor impression on the 
society in general and employees in part icular . 
Thus far, we have assessed the HRA pract ices in some of the 
public sector undertakings in India. The important in fe rences have 
also been drawn with respect to the applicat ion of HRA pract ices 
in these organisat ions. In the next chapter, a study of the HRA 
pract ices in some of the pr ivate sector companies in India has been 
taken up in order to indicate the d i f fe rences , if any, in the 
approaches of both the sectors. 
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CHAPTER V 
HUMAN RESOURCE ACCOUNTING 
PRACTICES IN PRIVATE SECTOR 
COMPANIES IN INDIA 
The preceding chapter analysed the appl icat ion of human 
resource accounting practices in selected publ ic sector companies 
in India such as National Thermal Power Corpora t ion Ltd. 
(NTPC). Bharat Heavy Electrical Ltd. (BHEL),Stee l Authori ty of 
India Ltd. (SAIL), Minerals and Metals Trading Corpora t ion of 
India Ltd. (MMTC). and Oil and Natural Gas Corpora t ion 
Ltd . (ONGC). 
The present chapter makes a cri t ical review of appl ica t ions 
of HRA practices in private sector companies in India. At the 
outset it is worth mentioning that the importance of human beings 
as an asset has been recognised since t imes immemoria l . Indian 
pr ivate sector realises the role of Human resource in a t ta in ing the 
goal of enterprise and hence, endeavours to create a favourable 
work environment that encourages and mot ivates the human 
resources to put in its best for the success of the organisa t ion . 
Though the HRA pract ices are not commonly prevalent in all the 
private sector companies, yet there are certain forward looking 
organisat ions with modern outlook which have int roduced HRA 
pract ice in their organisat ion. 
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The popular private sector companies which not only 
evaluate human resource but also report their values in the 
f inancia l s ta tements are: 
1. Associa ted Cement Companies Limited (ACC) 
2. Southern Petro-Chemical Industries Corporat ion (SPIC) 
3. Infosys Technologies Limited (ITL) 
4. Tata Engineer ing and Locomative Works (TELCO) 
5. Satyam Computer Services Ltd. 
6. Rel iance Industr ies Ltd. 
7. D.S.Q Sof tware Ltd. 
In order to assess the applicat ion of HRA, a sample of two 
important pr ivate sector companies namely Infosys Technologies 
Ltd. ( ITL) and Satyam Computer Services Ltd. has been taken. An 
indepth study of the HRA pract ice in these organisat ion has been 
made. The study would be representa t ive of appl icat ion of HRA in 
the companies in Indian pr ivate corporate sector. 
I n f o s y s T e c h n o l o g i e s Ltd . ( I T L ) 
Introduct ion 
Seven Technocra ts with a capital of approximate ly $250, 
es tabl ished ITL in 1981 to provide sof tware service to 
corpora t ions in developed markets . In the early 1990s, with 
deve lopments in te lecommunica t ion , technology, the company 
began implement ing a model of maximising the e f fo r t del ivered on 
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a client project from cos t -compet i t ive and talent rich locations 
such as India. The company also made investments in quality 
processes , get t ing cer t i f ied under ISO 9001 in 1993 and under the 
capabi l i ty maturi ty of the Carnegie-Mel lon Sof tware Engineer ing 
Inst i tute (SEI CMM) in 1997. The company bel ieves in using 
"speed and imaginat ion" to del iver superior results to all its 
s takeholders . It was the first Indian publ ic company to o f f e r an 
Employee Stock Option Plan, the f irst Indian company to list on a 
US Stock Exchange, and sets s tandards for t ransparent f inancial 
d isclosure , investor relat ions and corporate governance . Infosys is 
also employer of choice in India, having been voted No . l 
Employer in two independent surveys by prominent Indian 
corpora t ions . 
The Infosys Board is comprises of 5 founder di rectors , 3 
employee directors and 8 independent external d i rectors . The 
external di rectors are respected profess iona ls in the area of 
business , s t rategy, law and publ ic pol icy. The Board has four 
commit tees - C o m p e n s a t i o n , Audi t , Nominat ions (comprised of 
external directors only) and Investor Gr ievances (conta ins internal 
directors but headed by an external di rector) . These commit tees 
meet regularly and their reports are included in the quarter ly and 
annual reports to shareholders . 
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V i s i o n and G r o w t h S t r a t e g i e s 
Infosys was started with a dream of creat ing and sharing 
wealth through an ethically run, world-class corpora t ion . The 
vision of Infosys is to be a globally respected corpora t ion that 
provides best of breed sof tware solut ion del ivered by best - in-c lass 
people. Qual i t ies and character is t ics that d i f f e r Infosys from its 
peers are; abundant high quali ty personnel ; wor ld-c lass quality 
processes ; enduring client re la t ionships; a v is ionary management ; 
conservat ive f inancial risk management and corpora te governance 
pol ic ies; world class inf ras t ruc ture ; and per fec t ion of a winning 
global sof tware services delivery model . Infosys aims to grow by 
expanding its re la t ionships with exist ing cl ients ; adding new, 
market-dr iven services; adding new cl ients and adding personnel . 
Infosys is today one of the most p rof i t ab le IT services companies 
in the world and intends to maintain prof i tab i l i ty within an 
acceptable band. Infosys substant ial complies with the fo l lowing 
Corpora te Governance Standards: 
• Recommendat ions of the US S E C ' s Blue Ribben Commit tee 
on Corporate Governance . 
• Euro Shareholders Corpora te Governance Guidel ines 2000. 
• General ly Accepted Corpora te Governance Guidel ines of 
Austra l ia , Canada, France, Germany, Japan and the United 
Kingdom. 
• United Nat ions Global Compact Programme. 
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O r g a n i s a t i o n a l S t r u c t u r e and H u m a n R e s o u r c e s 
D e v e l o p m e n t in ITL 
Infosys is organised as "Pract ice Uni ts" (PUs). These tend to 
be organised either along geographic , technological or vert ical 
lines. The Practice Units are: 
• Canada and Eastern North America 
• Southern North America 
• Western North America 
• Europe 
• Asia Pacif ic 
• Communicat ions and Product Services 
• Engineer ing services 
• Enterprise solut ions 
• Business consul t ing service 
• Banking business unit 
In addit ion, there are several support depar tments : 
• Educat ion and Research 
• Human Resources 
• Finance and Adminis t ra t ion 
• Computers , Communicat ion and Network ing services 
Informat ion systems 
Quality 
207 
Infosys hiis chosen the geographic method of organisat ion 
for optimal customer service and cross func t iona l coordinat ion. 
The focus on ver t ical / technologies ensures adequate at tent ion to 
nascent pract ices. Most of Infosys recrui ts come f resh out of 
engineer ing schools, but it has an active lateral recrui tment 
programme. Prospect ive employees who meet basic academic 
s tandards are required to take a test of "Lea rnab i l i t y" (def ined 
within Infosys as the ability to extract gener ic learn ing f rom one 
si tuat ion and apply that to a new uns t ruc tured s i tua t ion) . People 
who pass the test are then interviewed and success fu l candidates in 
the interview are made an o f fe r . 
Entry-level employees go through a c lass room-t ra in ing 
programme for 14 weeks. This p rogramme focuses on generic 
pr inciples of sof tware engineer ing and p rogramming , quality 
processes and imparts t ra ining in spec i f i c contemporary 
technologies . The company ' s ut i l isa t ion rate , exc lud ing t ra inees , is 
between 70 to 80 per cent. Uti l isat ion is repor ted by including and 
excluding 
trainees. Due to the high growth and recrui t ing , the 
company believes that it is important to separa te out the inf luence 
of the new trainees on ut i l isat ion rates. 
Infosys has sound people management prac t ices to create 
healthy environment . It d is t inguishes the company among other 
technology companies , enabl ing In fosc ions to excel and innovate 
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in what the company do for its client and in what they stand for as 
a company. Chal lenging and exci t ing client engagements and an 
organisat ional culture that emphasises learning drive every 
Infoscion to excel in his individual capaci t ies and as team players. 
Be it technology or project managements , each client engagement 
provides unique opportuni t ies to innovate and excel - t o build next 
generat ion technology product or realise IT programmes that 
change the ways of business for it c l ients . 
As a dynamic and fast growing company, this excel lence 
extends beyond technology roles and is equally important to how 
they manage and sustain this rapid growth. The spirit of 
innovation and excel lence is most evident in how they build and 
manage their physical , technologica l , or people in f ras t ruc ture - or 
in what they do for f inancia l , market ing, and quali ty prac t ices . 
The spirit of learning among people and an organisa t ional 
commitment to cont inuous personal and profess iona l development 
keeps Infosys at the fore f ron t in a fast changing industry. 
Framework of focused programmes for its employees ranges from 
major ini t ia t ive such as the Infosys Leadership Inst i tute to various 
ongoing management development and personal improvement 
programmes. They complement a host of technology advancement 
and ongoing t ra ining options. 
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Dedicated organisat ions or groups within Infosys lead these 
ini t ia t ives. The investment in people and in f ras t ruc tu re to build a 
hol is t ic learning f ramework demonstra tes In fosys ' commitment to 
cont inuous learning and bui lding intel lectual capital for the 
employees . This learning f ramework is cont inuously enhanced 
with new programmes and the latest learning technologies - a n d 
close knit coordination across these ini t ia t ive ensures that it meets 
the d i f fe ren t learning needs of the employees in spec i f ic areas of 
technology, management , leadership, cul tural and communica t ions 
skil ls , and other soft skills. 
Apart from formal programmes - a typical example of an 
informal employee-driven programme is the Infosys Toas tmasters 
Club, formed in 2000. The mission of this c lub is to provide a 
mutual ly support ive and posi t ive learning envi ronment to develop 
communica t ion and leadership skil ls to fos ter s e l f - conf idence and 
personal growth. The club has been recognised by Toas tmasters 
Internat ional and jo ins the roster of other recognised Corporate 
Clubs around the world ( including those of Mic roso f t , Boeing, 
Ci t icorp and Sun Microsys tems) . ' 
H u m a n R e s o u r c e A c c o u n t i n g P r a c t i c e s in I n f o s y s 
T e c h n o l o g i e s Ltd . 
Infosys believes that valuing intangible assets and report ing 
it in the balance sheet and other f inancial s ta tements would help 
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investors to evaluate the market worthiness of the company. 
Infosys reported several benef i ts due to the early adoption of 
HRA. It is felt that by adopt ing HRA, the company could 
determine whether its human asset was apprecia t ing over the years 
or not. This information was important for the company as its 
success depends solely on the knowledge of the employees. In 
addit ion, the company could also use this informat ion internally to 
compare the per formance and product ivi ty of employees in various 
depar tments . 
The company states in its annual reports that the dichotomy 
in account ing between human and non-human capital is 
fundamenta l . The latter is recognised as an asset and is therefore 
recorded in the books and reported in the f inancia l s ta tements , 
whereas former is totally ignored by accountants . The def in i t ion of 
wealth as a source of income inevi tabi l i ty leads to the recogni t ion 
of human capital as one of the several forms of weal th such as 
money, securi t ies and physical capi ta l . To evaluate its in tangible 
assets including the human assets and the ' I n f o s y s ' brand, Infosys 
had framed models based on a score sheet f rom the book. The 
company fol lows the Lev and Schwartz model for calcula t ing the 
value of its human resources. 
The formula used by Infosys as per the Lev & Schartz model was: 
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where , 
H = discounted present human capital value for all 
individuals in the company. 
Ie(Y) = annual earnings of employee e for year ' y ' 
d = discount rat spec i f ic to the cost of capital of the 
company. 
R = ret i rement age 
E = total number of revenue earning employees in the 
company 
Pc = Present age of the employee 
HRA model used by infosys is based on the present value of 
the employees ' fu ture earnings with the fo l lowing assumpt ions: 
An employee ' s salary package including all benef i t s , 
whe ther direct or o therwise , earned both in India and in a foreign 
nat ion. The addit ional earnings on the basis of age and group were 
also taken into account . 
Thus in the f inancial year 1995-96, Infosys became the first 
so f tware company to value its human resources . To calculate the 
value of its human assets in 1995-96, all the 1,172 employees of 
Infosys were divided into five groups, average compensat ion was 
ca lcula ted . Infosys also calcula ted the compensat ion of each 
employee at re t i rement by using an average rate of increment. The 
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increments were based on the industry s tandards , and the 
employee ' s per formance and product ivi ty. Final ly, the total 
compensat ion of each group was calculated. This value was 
discounted at the rate of 27.36 per cent per annum which was the 
cost of capital of Infosys and the sum for the values of all the 
groups was calculated to arrive at the f igure of Rs. 1.86 bn. In the 
year 2003, the future earnings have been discounted at 16.99 per 
cent, the cost of capital for Infosys . Beta was assumed at 1.57, the 
beta for Infosys for India.^ 
To reveal , how ITL has valued its employees to whom it 
t reats a key resource, a review of human resource s t ruc ture and 
valuat ion has been done in table No.(5.0) . It is evident f rom the 
data that the total number of employees has increased by leaps and 
bounds in ITL. The number of employees has regis tered an 
increase of 800.65 per cent in 2003 over 1997 i.e. it went up f rom 
1705 in 1997 to 15356 in 2003. Similar, rise has been in the value 
of HR of ITL. Total value of HR was Rs. 278.55 crores in 1997, it 
j umped remarkably to Rs. 10417.03 crores in 2003 an increase of 
3639.6 per cent over the same period."' 
A fur ther probe of data exhibi ts the category wise 
c lass i f ica t ion and valuat ion of HR in Infosys . It is observed that 
Sof tware Del ivery Group i.e. Product ion S ta f f was 75.84 per cent 
of total s ta f f in 1997. The same rose to 91.18 per cent of total 
213 
• 
Vi 
'SD 
"o s JS (J a 
H 
x 
V) O 
S 
e 
Vi 
V u k. 
3 O 
V 
csj 
B R 
s 
3 
^ ^ PS 
© 
o 
B 
« H 
'•C 
CQ S 
> 
B « 
s O L. 
MM « 
B 
0) 
o L. 
CM 
B 
M TS 
B 
O u 
H 
B 
• mm 
o 
on 
o o 
I r-
u 
a. 
o js <u 
S s i 
V 
> I e 
V) u <-. (U o >> 
I f 
a 
l i 
o >> 
u 
a 
= 
u <- « 
o >. 
u 
u 
ea £ u >X a 
<— 01 O >> 
o 
o ^ S 
>X e 
o >, 
o. 
3 
£ 
(N r'i O 
o ON (N VO VO 00 
(N 00 
o o 
o <o 
00 
vd o vo 00 
(N 
ro 
00 
r^  
00 
vo o< r--
r--rn 
vo 
O VO 
r-l •a-00 
r-
00 
vo ,—, vo 00 SO o^  00 o o vo 
f^ l 
vo ^ 
Os ^—^ vq ro T >rt lio vq d U-) .—i (N r- ^—' 
— 
r-l 
r-o 2 5 
^—- VO 00 O oo ri q o uS od 
o 
CO (N 
U-) 
ri vo r-. OS ov 
•o vo 
.—V in SO rsi vq d <n r-i Os od 
O •o 
in fO od 
r-
vo 
q 
(N 
,—, o (N ^ 1 (N vq so P- o od csi d r-- m 
^—' — ^—' 
(N 
od 
00 U-) 
o oo m >n r'i ri 
vr, tN 
sS 
>n (N 
o 
t: o D. n. 
O) 
5 § — o o o — 
vo lO O p 
o o 
- o ~ o 
S i OS C-
oo o 
o o 
o o 
- i 00 o OS O 
S f 
S i <N C-
OS o ®0 ^ 
if\ o 
o o OS o 
o o d o 
2 § ® O <N <=> 
>n O r- •o o <N od d vd o fN 
s § ? § 
c 
o 
T3 
2 o. 
T3 § 
o o 
e3 
"aS 
O 
<u o, 
c o 
3 t/3 
13 C «s 
u 
0 rt 
Q ^ 
oti 
<u 
1 
t 
r\ C/3 0) (U .g 
"S 
in o -a 
"o C 
ca o 
(N 
CS 
o 
u 
00 «s 
c 
(U 
(U a, o 
rt o 
''B 
1/3 
o C3 
-§ I C 
t; o 
Dh 
00 
u 
o 
2 
t/i 
60 
(N 
3 J 
CO <U 
' d o 
"o c 
o 0) H 
00 ,o 
t/i t o o-<u 
13 3 C C < 
<u u L. 
3 O cw 
Human Resource Accounting Practices in Private Sector Companies in India 
s taf f in 2003. Similarly, the value of sof tware delivery s taf f was 
Rs. 227.31 crores in 1997 i.e. 81.60 per cent of total value of all 
employees in the company. The value of this s taff regis ter ing a 
growth of 4175.21 per cent in 2003 over 1997 went up from 
227.31 crores in the year 1997 to Rs 9717.18 crores in 2003. The 
support s taf f which consists of technical and others was 9.21 per 
cent and 14.95 per cent of total s taf f in 1997. The same decl ined 
to 1.46 per cent and 7.37 per cent of the total s taff in 2003. But 
Their value of has gone up s ignif icant ly over the period of review. 
The value of technical s taff being 12.13 per cent of total in 1997 
became 0.86 per cent of total in the year 2003. In absolute term, it 
went up from Rs. 33.80 crores in 1997 to Rs. 89.19 crores in 2003 
a rise of 3.65 per cent over 1997. Staff other than product ion and 
technical support category being 255 i.e. 14.95 per cent of total 
s ta f f was valued at Rs. 17.45 crores i.e. 6.27 per cent of total 
value of all employees. The number of other s taff rose to 1131 i.e. 
7.37 per cent of total s taff in 2003. Similarly the value of support 
s taf f has increased in 2003 when it was valued at Rs. 609.86 
crores — a remarkable increase of 3394.89 per cent over 1997. 
Financial s ta tements of ITL reveal other indicators of HR 
also. To have a deeper unders tanding of HRA pract ices in ITL. the 
analysis of data has been done in table (5.1). 
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It is apparent f rom the data that the number of employees in 
ITL has gone up from 1705 in 1997 to 15356 in the year 2003. The 
value of HR has also increased sharply to Rs. 10,417.03 crores in 
the year ending March, 2003 as compared to Rs. 278.52 crores in 
the year ending on March 31, 1997 mainly due to incept ion of 
more HR in the company. However , these absolute f igures do not 
reveal the real posi t ion. For the purpose of analysis , the relat ive 
va lue of an employee has also been calcula ted. The value of HR 
per employee was Rs. 0.68 crore in the year 2003 as compared to 
Rs. 0.16 crores in the year 1997. The ratio of total revenue to HR 
value decreased to 0.41 t imes in the year 2002 f rom 0.52 t imes in 
the year 1997. the return on HR value moved down to 9.20 per 
cent in the year 2003 as against 12.09 per cent in the year 1997. 
Thus, inferences drawn from above analysis reveal that the 
company has been regularly evaluat ing its HR even since it s tarted 
the process of valuat ion of HR. The number of employees has gone 
up t remendously . Similarly, their value has also mul t ip l ied sharply 
over a short span of 7 years. The value of all ca tegor ies of 
employees has jumped s ignif icant ly except technical s ta f f . The 
reason being a highly sophis t icated organisa t ion, most of the HR 
belong to so f tware delivery section. It all indicates that the 
company is keeping its commitment with its s ta f f and seems really 
N o . l employer in IT sector as ranked by Dataquest several t imes. 
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S a t y a m C o m p u t e r S e r v i c e s Ltd . 
Introduction 
Satyam Computer Services Ltd was set up in 1987 with the 
primary object ive to achieve excel lence in the IT arena. By 1992, 
Satyam had established its status as one of the p ioneers in o f f shore 
sof tware development in India. Sa tyam's mul t i - face ted act ivi t ies 
include Sof tware Services & Engineer ing Services , Systems 
Integrat ion, Electronic Commerce , Sof tware Product Development 
and Management Consul t ing. Satyam o f f e r s so f tware services 
covering a broad band of industry segments such as te lecom, 
manufac tur ing , f inancial services , insurance, banking, industr ia l , 
health and t ransportat ion sectors . Satyam focuses on enhanced 
re la t ionships with exis t ing customers and addi t ion of new 
customers by continued investments in technology, fac i l i t ies and 
people . To realise its objec t ive of becoming a truly global 
organisat ion, Satyam is set t ing up several o f f s i t e development 
centres in the USA and other parts of the world . 
The Offs i te Development Centre (ODC) def ines Sa tyam's 
strategy to move closer to its cus tomers and its markets . The ODC 
funct ions as a local sof tware entity, execut ing pro jec ts on-s i te but 
ut i l is ing o f f shore capabi l i t ies wherever requi red . In the process , 
leveraging the width of its o f f shore project competenc ies , large 
resource pool and wide customer base to posi t ion the ODC to 
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del iver a unique value proposit ion. Sa tyam's emphasis on 
customer sat isfact ion is also mirrored in its s t rong service support 
provided by dedicated teams of profess ionals located on-si te at 
c l ien ts ' locations, worldwide. 
Satyam has constantly stepped up to the quali ty demands of 
its mult inat ional cl ients by providing world class IT solut ions . The 
Geneva based World Economic Forum has r ea f f i rmed this, by 
confer r ing on Satyam the prest igious "Global Growth Company" 
award. Satyam is rated as one of Ind ia ' s fastest g rowing sof tware 
solut ions providers . This is made possible through the commitment 
and the dedicat ion of nearly 3000 Satyam associa tes who integrate 
leading edge technology with innovation to provide the best IT 
solut ions . Satyam celebrated the complet ion of an evenfu l 10 years 
across all o f f i ces as a 'Decade of Exce l lence ' . 
In keeping with the need for global quali ty IT solut ions all 
over the world, Satyam has constantly focused on moving up the 
value chain. It has consistently built on its early founda t ion as one 
of the pioneers in of f shore sof tware development and has striven 
to add value in the range of its services. 
Satyam Computer Services Ltd, is one of the select ISO 9001 
Tick IT cer t i f ied sof tware solutions provider in India. It has set up 
six development centres across India and has opened o f f i ces in 
several countr ies including the USA, UK, Aust ra l ia and Japan. 
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Satyam works closely with around 100 mult inat ional cl ients, many 
of them Fortune 500 corpora t ions . Satyam of fe r s services in 
appl icat ion development and maintenance , systems integrat ion, 
convers ion and migrat ion and Year 2000 solut ions. Ant ic ipat ing 
the Year 2000 date problem, Satyam evolved its own 
comprehens ive Y2K methodology - the SOS 2000, which is the 
f irs t Indian methodology to receive the coveted ITAA 2000 
Cer t i f ica t ion . Engineer ing services is another focus area where 
Satyam of fe r s CAD/CAM/CAE services to several pres t ig ious 
global c l ients . 
S t e e r i n g C o m m i t t e e 
Satyam's Steering Commit tee is an apex body that gives 
s t ra tegic direct ion to the entire organisa t ion . It s tr ives to provide a 
global focus for Satyam, taking into account people , resources and 
systems within the organisa t ion. All its de l ibera t ions and decis ions 
are consis tent with the Core Purpose and Core Values of the 
organisa t ion . Core Purposes of Satyam includes , everaging 
informat ion , knowledge and technology to enhance human 
endeavour and its Core Values are bel ief in people, 
en t repreneurship , customer or ienta t ion and pursui t of excel lence. 
Sa tyam ' s unique management style has been the nucleus of 
its success , where every Satyamite is cons idered an ' a s soc i a t e ' . 
Built around the Concept of Circles , it has a two fold purpose i.e. 
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integrat ion across funct ional barriers and emphasis on individual 
accountabi l i ty . The concept of Circles faci l i ta tes and encourages 
the entrepreneuria l spirit and empowers associates to e f fec t ive ly 
take appropr ia te decis ions. The underlying pr inciple of the concept 
is the impor tance given to customer sa t i s fac t ion and the value 
addi t ion to the service provided - be it an internal cus tomer or 
external . 
To bring sharper focus to the act ivi t ies of c i rc les , a well-
def ined s t ructure has been evolved. Depending on the nature and 
scope of responsibi l i ty , the circles have been c lass i f ied as 
Independent Business Unit (IBU), Strategic Business Unit (SBU), 
Strategic Support Unit (SSU), Customer Business Unit (CBU) and 
Internal Support Unit (ISU). The unique fea ture of the concept is 
the combining of operat ional f reedom and the in terdependency it 
bui lds between the circles to reach a common objec t ive i.e. 
cus tomer sa t i s fac t ion . 
In the area of technology, Satyam has always str iven to 
provide its people with the latest tool and technolog ies . It world 
class development faci l i t ies include a sophis t ica ted , h igh-speed 
data, voice and video communica t ions network - the Satyam Net. 
Using dedicated ' ho t l i nes ' , the network enables tele and video 
confe renc ing between clients across the globe and the Satyam 
teams back home. This enhances the levels of services provided to 
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customers. Today, Satyam is equipped with the most sophis t icated 
inf ras t ructure at all its development centres and at the Satyam 
Technology Cetnres (STC). 
H u m a n R e s o u r c e A c c o u n t i n g P r a c t i c e s in S a t y a m 
The key to Sa tyam's success is its people . This is ref lec ted 
in the credo of the organisat ion "our people make the 
difference". Satyam has evolved a wel l - thought out Human 
Resource Management System where the accent is not on merely 
hir ing the best talent but shaping them into world class 
profess ionals . 
Satyam has taken several p ioneer ing measures in the area of 
innovat ive recrui tment . As one of the steps in this direct ion, 
Satyam has ident if ied a segment of non-so f tware profess iona ls 
who have excelled in their respect ive f ie lds . Through Sa tyam's 
t raining e f for t s they have emerged as fu l l - f l edged sof tware 
profess ionals . 
Satyam has successfu l ly at t racted back wel l -qua l i f ied and 
experienced Non-Resident Indians by provid ing a profess iona l 
environment and inf ras t ruc ture on par with global s tandards . At 
Satyam. the focus is to constant ly raise the levels of competency 
and capabi l i t ies of its people by providing the necessary learning 
inputs and a conducive envi ronment for both profess iona l and 
personal growth. As such, decis ion making is encouraged at all 
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levels and the system of part icipative management is always at 
work.^ 
Satyam has been using the Lev & Schwartz model for 
comput ing the HR value. HR value is the present value of fu ture 
earnings up to ret irement age and in this model earnings are 
dependent on age alone. The profess ional prof i le of HR and their 
valuat ion is given in the fol lowing table: 
Table 5.2 
Showing Trends in Professional Profi le and Valuation of 
Human Resources in Satyam Computer Services Ltd. 
(Period 1998-2003) 
1 9 9 8 2 0 0 2 2 0 0 3 
G r o u p No.of 
Associates 
HR value 
Rs. in 
Lakhs 
No. of 
Associates 
HR value 
Rs. in 
Lakhs 
No. of 
Associates 
HR value Rs. 
in Lakhs 
D e v e l o p m e n t 2005 
(88 .91) 
50 ,369.59 
(92.00) 
7898 
(91.48) 
555,758.05 
(95.13) 
903 1 
(92 .54) 
780 ,030 .43 
(94 .83) 
S u p p o r t 
F u n c t i o n s 
250 
(1 1.09) 
4471.62 
(8.00) 
736 
(8.52) 
28445.73 
(4 .87) 
728 
(7 .46) 
42 ,531 .18 
(5 .17) 
t 1 
1 
T o t a l 2255 
(100 .00) 
54,841.21 
(100.00) 
8634 
(100.00) 
584 ,203 .78 
(100 .00) 
9759 
(100 .00) 
822,561.61 
(100 .00) i 
i 
Note: Figures within brackets indicate percentage to total 
Source: Annual Reports , Satyam Computer Services Ltd. 
Above data indicate the number of associa tes and their 
values in Satyam Computer Services Ltd. during 1998 to 2003. 
The total number of associates consis t ing of associa tes deputed on 
Development and Support funct ions went up f rom 2255 in 1988 to 
9759 to 2003 - an increase of over four t imes over the year 1998. 
Similarly, their value has registered a growth of 1399.89 per cent 
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in 2003 over 1998 i.e. it rose from Rs. 54841.21 lakhs in 1998 to 
Rs. 822561.61 lakhs in 2003. Table also reveals that development 
s taf f which were 2005 in number were 88.91 per cent of total 
employees in 1998. Their value was also 92.00 per cent of total 
value of all employees during the same year. If compared the 
number and value of development s ta f f of 2003 with that 1998, it 
is observed that their number has increased f rom 2005 in 1998 to 
9031 in the year 2003 - a sharp rise of 350.42 per cent over a 
short span of four years. The value of development s taf f has also 
increased f rom Rs. 50369.59 lakhs in 1998 to Rs. 780030.43 lakhs 
in 2003 - a s ignif icant increase of 1448.61 per cent over 1998. 
The number and value of support s ta f f has also gone up during the 
period under review. The number of support s taf f has become 
almost thr ice in 2003 as compared to 1998 i.e. increased f rom 250 
in 1998 to 728 in 2003. Their value has also increased from Rs. 
4471.62 lakhs in 1998 to Rs. 42531 .18 lakhs in 2003 - an increase 
of 851.14 per cent over 1998. 
The above analysis leads to this conclus ion that Satyam 
Computer Services Ltd. has been evaluat ing its employees on 
regular basis . The number of employees and their values in Satyam 
have gone up t remendously over the per iod under review alike 
other IT companies such as ITL. It is expected that the company 
will cont inue the exis t ing prac t ice of evaluat ing its human 
resources in the years to come also and will also cont inue to be a 
model employer.^ 
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C o n c l u s i o n 
In f ine, it can be safely deduced from the survey and study 
of the annual reports of private sector corporate ent i t ies in India 
that these companies are invariably repor t ing at annual general 
meet ings that employees are their most valuable assets and without 
their s igni f icant contr ibut ion the present growth in product ion , 
sales and operat ions would not have been at ta ined. They also value 
their human resources and report this in format ion in their annual 
reports . The number and value of human resource has also 
t remendously risen over the period of study indica t ing the 
expanding horizon of these enterpr ises . As against this , the publ ic 
sector enterpr ises of India are shr inking in terms of employment 
generat ion and switching to t radi t ional repor t ing of in format ion 
regarding human resources in their f inancial s ta tements . 
In the sixth and final chapter , thus the endeavour will be to 
conclude the entire research project and o f f e r sugges t ions 
regarding HR valuat ion in Indian companies . 
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CHAPTER-VI 
FINDINGS AND SUGGESTIONS 
The human resource is one of the most neglected aspects of 
account ing disclosures in India. The managements avoid to 
disclose the facts about human resources , whether they are 
pleasant or unpleasant facts . However , it is wor thwhi le to mention 
here that success of every organisa t ion largely depends upon the 
e f fec t ive and s ignif icant ut i l isat ion of men, machinery, mater ials 
and money. Buildings, plants , computers and other physical and 
f inancial resources are unproduct ive without human e f fo r t s and 
decis ions . The results of appl ica t ion of physical and f inancial 
resources are reported in f inancia l s ta tements under convent ional 
account ing pract ices. 
Never theless , it is widely accepted that HR are the most 
important assets of the company. The chai rmen of all the 
companies make their remarks at the Annual General Meet ings 
such as " the HR are our most valuable assets and wi thout their 
s ignif icant contr ibut ion, the present growth in product ion , 
turnover and operat ions would not have been a t ta ined ," "I wish to 
place on record my sincere gra t i tude for the hard work done by the 
employees of our company ." "I thankfu l ly acknowledge the 
contr ibut ion of our employees etc" . Al though these qual i tat ive 
pronouncements ref lect the s ign i f i cance of HR in an organisat ion, 
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yet they are neither valued annually nor incorporated in the 
f inancia l s tatements of the companies . 
It is against this background that the present study was 
under taken to make an assessment of HRA pract ices in Indian 
companies . The entire work has been divided into six broad 
chapters so as to study almost all aspects of HRA in general and 
its appl icabi l i ty in Indian companies in part icular . 
Chapter I is an introduction of the whole research project . It 
reviews the various studies conducted in the f ield of human 
resource account ing. It has been brought out that no doubt 
research have been conducted on d i f fe rent aspects of HRA. A 
number of doctoral theses and research papers publ ished by the 
scholars have also been surveyed. 
The second chapter is a conceptual f ramework of human 
resource account ing. It deals with def in i t ions , scope, problems and 
importance of HRA. It has been observed that HRA is the process 
of ident i fy ing and interpret ing data about human resources and 
communica t ing this informat ion to interested par t ies . 
HRA is specially very s igni f icant in India because on the one 
hand human resources are in abundance while on the other hand 
there is a shortage of skil led and technical ly qual i f ied people. In a 
technological ly oriented society, human resources can not be 
ignored. HR is more important asset than any other tangible asset 
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because without it other factors of product ion can not be util ised. 
Thus, this feature of the human asset places the human resource at 
a higher level than the non-human assets. Therefore , the 
inves tments on human resource has become an important factor in 
account ing systems. In fact , in the present account ing system, the 
investment on HR is considered as only revenue expendi ture and 
not as capital expendi ture . Hence, the amount invested on HR is 
not shown on the balance sheet along with other assets . This 
def ic iency can be very well rec t i f ied through the concept of human 
resources account ing. By measur ing the value of HR at d i f fe rent 
points of t ime, it can be revealed whether the management is 
bui lding up HRs or deplet ing them. The importance generated 
through HRA can help the management in formula t ing pol ic ies and 
p rogrammes for development of human resources . Such 
informat ion can be used for making decis ions in the areas such as 
manpower planning, appraisal of HRD programmes , ident i f ica t ion 
of t ra ining needs, use fu lness of cost reduct ion programme in view 
of their poss ible impact on human rela t ions , s tudying the impact 
of budgetary control on mot ivat ion and morale of employees and 
fac i l i ta t ing al locat ion, conservat ion and reward of human 
resources . 
Thus with the ever expanding d imensions and growing 
complexi t ies of business act ivi t ies , increas ing governmental 
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moni tor ing in business a f fa i r s , press ing trade un ions ' demand for 
greater d isc losure on iiuman per formance in business and 
emanat ion of sc ient i f ic management with in the organisat ion 
necess i ta te the development of a system of account ing for the 
associa ted men who are indispensable resources to an 
organisa t ion . For the last few decades, the account ing scenario 
across the world has been much concerned with the valuat ion of 
human resources and repor t ing the same in the Annual Account ing 
Sta tements . The academicians and pract i t ioners in the account ing 
world are deeply engrossed in the HRA issues and have shown an 
increas ing interest in the appl icat ion of the models , developed so 
far . Al though the techniques of measur ing HR and developments 
on these issues are still in their initial stage, they have created a 
widespread appeal . 
There fore , the third chapter of this study highl ights the 
var ious approaches to the HR valuat ion. A number of valuat ion 
models developed over the last three decades and more have been 
discussed at length. These Models may be broadly divided into 
two ca tegor ies : (i) monetary and (ii) non-monetary . Concepts and 
techniques have been developed to measure the value in non-
monetary terms and such measures are recognised to have 
s igni f icant uses in dec is ion-making which do not requi re monetary 
measures like, lay-off decis ions . Non-monetary measures may also 
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be used as surrogates for monetary measures . Flamhotz has 
suggested how non-monetary measures can be arr ived at on the 
basis of the measure of var iables that determine an ind iv idua l ' s 
value. According to him. the expected real isable va lue of an 
individual can be measured by applying personnel evaluat ion 
methods like ranking. When people are ranked by their superiors , 
peers, subordinates , or an independent expert , it would provide an 
ordinal measure of people according to the eva lua tors ' subjec t ive 
assessment of the expected rea l izable ut i l i ty. A measure of their 
economic value should then be poss ib le in terms of their net 
contr ibut ion to the organisat ion, i.e. their gross value less the 
compensat ion and other costs associa ted with their u t i l i sa t ion. For 
this purpose , it is also necessary to take into account the 
probabil i ty of the individual main ta in ing his membersh ip of the 
organisat ion for a specif ied period of t ime. It is suggested that 
acturial probabi l i t ies can be der ived f rom the f i r m ' s past history, 
and subjec t ive probabi l i t ies can be derived f rom manager ia l 
judgment . 
A measurement model sugges ted by Taylor and Bowers , 
based on an earl ier model of Likert and Bowers , provides an 
approach to the determinat ion of group value in non-monetary 
terms. It is designed to measure the "organisat ional c l imate ' or the 
state of 'human organisat ion", which re fe rs to the percept ion of 
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the members of an organisat ion about the social and psychological 
real i ty in the organisat ion. For the determinat ion of group value, a 
set of var iables are selected for measurement including leadership 
processes , the character of motivat ional forces , communicat ion 
processes , decision making processes and control processes . 
Taylor and Bowers constructed composi te indices for various 
d imens ions of organisat ional c l imate which might be taken to 
re f lec t a measure of the value of human organisa t ion . Flamhol tz as 
well as Taylor and Bower tested the validity of their respect ive 
models but conceded that the tests of validity should not be taken 
as conclus ive . 
Akin to the Taylor and Bowers models is another valuat ion 
model suggested by Scott Myers and Vincent F lowers . The model 
is based on the premise that the value of an employee to his firm 
rests on his at t i tude towards the job assigned, his super ior , peers , 
work ing condi t ions, and the organisat ion as a whole. The 
pe r fo rmance of an employee that represents his value are 
contended to be a funct ion of f ive var iables ; his knowledge , skill , 
heal th , avai labi l i ty and al t i tude, with the at t i tude var iable having 
the greates t impact on the end-resul t of other for var iables , i.e. 
pe r fo rmance . Thus, measurement of an ind iv idua l ' s value is taken 
to be based on his at t i tude score. The model a t tempts to derive a 
monetary measure of the value by mul t ip lying the a t t i tude score by 
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the annual salary of the individual concerned. The d i f fe rence 
be tween this value and the employee ' s annual earnings is taken to 
be the gain or loss of the firm by reta ining the employee . The 
subjec t iv i ty involved in this model with regard to the measurement 
of a t t i tude score is obvious. Any miscalcula t ion in the at t i tude 
score could s igni f icant ly a f fec t the outcome and a wide dispersion 
in the value of an individual employee. 
Approaches to monetary measures of human resource value 
have so far centered round two basic perspect ives , viz. , cost and 
economic value. However , the measurement models based on cost 
and economic value are not mutual ly exclus ive , though the 
d i f fe ren t i a t ion is convenient for analyt ical purposes . 
The earl iest model based on his tor ical costs of acquis i t ion 
was developed for R.G. Barry Company by Brummet , Pyle, 
F lamhol tz and Likert at the Inst i tute of Social Research , Michigan 
Univers i ty . The essential feature of the Acquis i t ion Cost Model 
lies in accumula t ing the amount invested in human resources and 
amor t iz ing the amount over the expected usefu l l i fe of the human 
asset involved. This model is considered to be usefu l for both 
internal and external users of account ing data. It is contended that 
the model is based on object ive informat ion , that it fac i l i ta tes 
compar ison of levels of human resource inves tment on a basis 
consis tent with account ing treatment of other assets . And that 
233 
^indingsan^Suggestio^ 
there is a fair matching of benef i t exhaust ion with expense in 
par t icu lar t ime period. However , this model ignores the aggregate 
costs of the employees ' potent ia l services. It does not also 
recognize changes in the human asset value. 
As an al ternat ive to, and somet imes in addi t ion to, the 
his tor ical cost basis of valuat ion, the use of rep lacement cost as 
basis of valuat ion has been suggested by some researchers . 
F lamhol tz , for instance, has suggested a measurement model which 
involves valuat ion based on the cost to replace a f i r m ' s exis t ing 
human resources . He has referred to two d i f f e ren t concepts of 
rep lacement cost; ' individual replacement cos t ' and 'pos i t iona l 
replacement cos t ' . This model is considered to be usefu l in 
d i f f e ren t phases of the manpower p lanning and control processes . 
But the applicabil i ty of the replacement cost concept may be 
doub t fu l , as individuals , especial ly higher level managers in an 
organisa t ion , are unique in their ta lents and capabi l i t i es , and the 
rep lacement cost of such individuals may be d i f f i cu l t to measure . 
Ana logous to the problem of replacement cost es t imat ion of 
physical assets , there are a number of problems, more serious in 
nature , in under taking the valuat ion of human assets on the basis 
of rep lacement cost. 
The l imitat ions of the replacement cost model are sought to 
be overcome by adopting the opportuni ty cost as a basis of 
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valuat ion. This approach, suggested by Hekimain and Jones, 
involves a compet i t ive bidding process whereby the managers of 
investment centres may be expected to indicate the value of scare 
employees. The bidding system, is advocated on the ground that it 
al lows for optimal al location of personnel and a quant i ta t ive basis 
for planning, evaluat ing, and developing human assets . Obviously, 
this model takes care of the valuat ion of only one category of 
employees. Those hired from outside are not included for 
valuat ion purposes . 
A more widely used measurement model is that developed by 
Lev and Schwartz . This model is based on the hypothes is that , 
under the normal c i rcumstances , fu ture salar ies may be used as a 
surrogate for the value of HR in view of the close correla t ion 
between an employee ' s compensat ion and his value to the f i rm. 
The value of human capital embodied in a person of a par t icular 
age is taken in the model to be the present value of his fu ture 
earnings in employment . It involves: 
a) Class i f ica t ion of employees into homogeneous groups 
according to age. level of skill , type of service and 
ass ignment ; 
b) Est imation of annual earnings for each group of employees ; 
and 
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c) Calculat ion of the present value of the earnings of each 
group using an appropriate discount rate. 
It is c laimed that the measurement of human capital , thus 
made, would be more object ive if est imates of an employee ' s 
service l i fe are made on the basis of mortali ty table and census 
data. The model should also be useful in determining the ratio of 
human to non-human capital in the f irm, and provide informat ion 
about changes in the s tructure and age of the labour force . But it is 
implici t ly assumed that employees will cont inue in employment 
until they ret ire, an assumption that is not generally val id . It may, 
thus, be argued that the value determined represents merely the 
value of employees to themselves and to the economy as a whole, 
ra ther than to the firm employing them. From the f i rm ' s 
v iewpoin t , the value is indicat ive of the present value of the future 
costs of employing people rather than the present value of fu ture 
cont r ibu t ions of employees to the f i rm. Besides, the outcome of 
the valuat ion may be s ignif icant ly a f fec ted if the discount rate 
selected is not appropria te . 
Two other valuat ion models , which take into account the 
mobil i ty of employees , are those developed by Flamhol tz and by 
Jaggi and Lau. The former is referred to as the "S tochas t ic Process 
with Service Rewards" model. It is based on the assumpt ion that 
employees are subject to a process to movement through time 
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among d i f fe rent service stages in the organisa t ion. The value of 
employees, it is suggested, can be determined on the basis of 
expected services in each service stage that they may occupy 
during their stay with the f i rm. It is possible to introduce the 
theory of probabi l i ty to determine the expected stay of employees . 
However , the valuat ion is proposed on an individual basis 
and the process of determining probabi l i t ies is likely to be t ime-
consuming as well as expensive. The model developed by Jaggi 
and Lau may be regarded as an improvement over that of 
Flamhol tz . It involves the use of group concept and Markov Chain 
Technique . The model takes into account the durat ion of 
employment as well as promotion path of employee for 
homogeneous groups of employees . Al though researchers have 
applied this model in some cases and found it p rac t icab le , its 
appl icat ion may be d i f f icu l t by users in view of the complexi ty of 
the technique of s tochast ic s imulat ion. Morse has sugges ted an 
al ternat ive approach highl ight ing a poss ib le d i f f e r ence in 
assumpt ions about the point in t ime at which the economic value 
of the employees may be de termined. This approach requi res less 
of computa t ions , but with computer ized procedures , that should 
not be regarded as a constra int . 
Besides, foreign authors some Indian eminent scholars like 
S.K. Chakrobar ty . Das Gupta, S.M. Shukla and Sunil Maheshwar i , 
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Kolay have also given their models of valuat ion of HR. But it has 
been observed that there is not even a single model which fu l f i l s 
all the requi rements of a model which could help in the process of 
HRD. Certain models fail to recognise the factors de termining the 
value of HR whereas others have computa t ional complexi t ies . 
With respect to the HRA pract ices in PSEs in India the 
Government of India took the ini t ia t ive way back in 1968 by 
issuing the guidel ines for incorporat ing the required informat ion 
in the Annual Reports of the Publ ic Sector Enterpr i ses . The 
re levant guidel ines relat ing to human resources are reproduced 
be low: 
• Employee - employer relat ions, s tr ikes, lockouts , incent ive 
schemes , t raining, etc. 
• Staff wel fa re act ivi t ies township , educat ion, heal th faci l i t ies . 
The above informat ion can be cal led as part of HR 
informat ion . Many public sector enterpr ises are d i sc los ing this 
in format ion as part of the Annual Report . Some of the companies 
have also ventured to value the human resources which they 
disclose in their Annual Repor ts . Such organisa t ions were 
ident i f ied a f t e r scanning their Annua! Reports f rom the year 1985-
86 onwards . The computat ion of values of human resources in 
these companies is based on (a)Lev and Schwar tz Model and Eric 
G. Flamhol tz , Jaggi and Lau with sui table modi f i ca t ions required 
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to suit the specif ic condit ions of eacii organisa t ion . It may be 
specif ical ly mentioned here that all public sector organisa t ions 
which evaluate HR do so on the basis of d iscounted fu ture 
earnings of present employees and none has used the cost 
approaches . 
It is important to note here, on the basis of survey of publ ic 
sector enterpr ises , that several enterpr ises fel t the impor tance of 
va luing human resources but many of the PSEs d i scont inued the 
pract ice af ter adopting it for a year or so. Hence it would not be 
proper to assume that all the public sector en te rpr i ses which 
started HR valuat ion are cont inuously va lu ing their human 
resources . It will also be relevant here to ment ion that va lua t ion of 
HR in public sector in India is l imited to a few selected 
enterpr ises only. Many of them discont inued the prac t ice which 
does not really present encouraging scenar io for HRA pract ices in 
India. 
Even out of f ive top ranking publ ic sector enterpr ises 
namely, BHEL, MMTC. SAIL, ONGC, and NTPC chosen as 
sample companies for assessment of HRA pract ices in India, all 
are not cont inuing the pract ices of HR valua t ion . It is surpr is ing to 
note that the first three companies have d iscont inued the pract ice 
of HR valuat ion. Now only ONGC and NTPC evaluate their 
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employees using Lev and Schwartz model of HR valuat ion and 
also report the same in their f inancial s tatements . 
For making a comparat ive analysis, two companies from 
Indian corpora te sector were selected for s tudying the appl icat ion 
of HRA pract ices . It has been observed from the survey and study 
of f inanc ia l s ta tements of these companies that both the 
companies , namely, Infosys Technologies Ltd. and Satyam 
Computers Services Ltd. have not only been regular ly evaluat ing 
their human assets but also report ing their values in f inancial 
s ta tements . There has been s ignif icant increase in the number of 
employees and in their values as well . 
In order to get rid of overs ta f f ing , the government has 
o f f e r ed Voluntary Ret i rement Scheme for publ ic sector employees . 
Consequent ly , the number of employees has decreased in almost 
all publ ic sectors companies . The sample units are not an 
except ion . This is undoubtedly in the interest of publ ic sector 
en te rpr i ses as one of the reasons for poor pe r fo rmance of publ ic 
sector companies has been over s t a f f ing due to pol i t ical reasons. 
The ra t iona l i sa t ion , thus, will help to present a bet ter pic ture and 
image of publ ic sector companies in India. 
The main f indings of the study, emerging from the 
fo rego ing analysis of HRA practices in Indian companies , clearly 
indicate that human resource account ing has not been introduced 
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so far as a system in India. The Indian Companies Act, 1956 does 
not require furn ish ing of any s ignif icant informat ion about human 
resource in f inancial s ta tements of companies except d isc losure of 
s tat is t ical informat ion regarding employees of the companies in 
their Annual Reports , under section 217 (2A) of the Indian 
Companies Act 1956 regarding the par t iculars of those employees 
drawing Rs. 12,00,000 per annum or above. These par t iculars 
include names of the employees , designation and nature of duties , 
gross and net remunerat ion received, qua l i f ica t ions , age of the 
employee, exper ience, date of commencement of employment and 
par t iculars of last employment held by the employee . As far as 
HRA is concerned the disc losure of par t iculars of employees by 
companies in fu l f i lment of statutory requirement of sect ion 217 
(2A) is not suf f ic ien t to draw any conclus ion . Moreover , the 
Inst i tu te of Chartered Accountants of India ( ICAI) has issued so 
far 29 account ing s tandards on d i f fe ren t technica l aspects of 
account ing but it has not been able to br ing any def in i t ive 
account ing standard for measurement and repor t ing of cost and 
value of HR of an organisa t ion . The exis t ing account ing s tandards , 
however , ful ly support the adoption of HRA for the purpose of 
meeting their own requi rements in true sense. The resul t of non-
disc losure of human resources cost and value in format ion in 
f inancial s ta tements of business enterpr ises , has been that 
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f inancial s ta tements do not reveal any quant i ta t ive informat ion on 
human resources side and the s tatement of a f f a i r s is improperly 
reported to d i f fe rent author i t ies . 
The dichotomy in account ing between human and non-human 
capital is rather fundamenta l in that while lat ter is recognised as 
an asset and recorded as such in the f inancia l s ta tements , the 
former is totally ignored. With the accelerated growth in science 
and technology the value of human capital is gradual ly increas ing 
and hence it is essential for a company to re f lec t the investment in 
human resources . 
Recent ly , the idea of HRA attracted the minds of many 
scholars viz . , Hermanson, Hekiman jones , Liker t , F lamhol tz , 
Brument & others. These scholars are of the view that all the 
assets of the company including the human asset must be properly 
t rea ted , analysed and reported by an account ing system in view of 
the long- term interest of the organisa t ion . Hence the need for 
Human Resource Account ing . 
HRA is necessary to disclose what is happen ing to the 
energy of human beings and what is their value for management , 
and to f ind out the product ivi ty of investment on human beings in 
organisa t ion . It is the scal ing tool that genera tes and reports 
quant i ta t ive control informat ion about the contr ibut ion of HR for 
promot ing industrial product ivi ty . 
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The application and usefu lness of HR measurement depends 
on the fu ture ef for ts and experiments to be made by pract ic ing 
managers , accountants and academicians . The appl ica t ion of HRA 
also needs support from the profess ional bodies and Government . 
In the absence of HRA the management may not real ise the 
negat ive e f fec t s of certain programmes aimed at improving prof i t s 
in the short-run. Such programmes may result in decreased value 
of human assets due to fall in the product ivi ty levels , high labour 
turnover , low morale, etc. 
The success of an organisat ion largely depends on the 
quali ty of workforce at all levels. The success s tor ies of BHEL, 
ITC, Hindustan Lever, Larsen & Turbo, Infosys Technolog ies Ltd. , 
Satyam Computer Services Ltd. and several other en terpr i ses are 
mainly due to the emphasis on human resource deve lopment . 
It is noted, af ter going through present l i tera ture and 
pract ices of human resources informat ion, that there is no 
uni formi ty in profess ional areas as to which in format ion must be 
provided in f inancial s ta tements . There is also a wide gap in the 
disclosure of human resource informat ion in the f inancia l 
s ta tements of d i f ferent companies . 
In addit ion to the a forement ioned general f ind ings there are 
some spec i f ic f indings of this study with regard to HRA pract ices 
of all sample companies . These part icular f indings are as fo l lows: 
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Of the f ive public sector enterprises surveyed, BHEL and 
SAIL disclosed maximum information regarding human resource 
when compared to ONGC, NTPC and MMTC. The pattern fol lowed 
by NTPC, ONGC and MMTC in disclosing their HR information 
is, however , d i f fe rent from BHEL and SAIL. Informat ion in 
respect of the fo l lowing was disclosed by all the f ive sample 
companies : 
1. Personnel payments which include wages and salaries , f r inge 
benef i t s , incent ives, ret irement benef i t s workmen 
compensat ion , employer contr ibution towards Provident 
Fund; 
2. Medical expendi ture , which includes the amounts spent on 
main tenance of the health centres, panel doctors , medical 
a l lowances , maternity benef i t s and family p lanning benef i t s 
to employees; 
3. Wel fa re expendi ture which includes the main tenance of 
toi le ts , washing and bathing faci l i t ies , creches and child 
wel fa re , rest rooms, canteens, recrea t ional , t ransport , 
housing and educat ional faci l i t ies ; and 
4. a pass ing re fe rence to the state of industr ial relat ions. 
The Informat ion in respect of the fo l lowing items was not 
disclosed by all the f ive sample companies : 
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1. Prof i le of employee which includes ca tergor isa t ion of 
employees on the basis of status, age, sex, income 
exper ience and SC/ST; 
2. Human resource acquisi t ion costs which include 
ident i f icat ion of vacancy posi t ion, adver t i sement , invit ing 
appl icat ions , select ion, recrui tment , p lacement and 
famil iar izat ion costs; 
3. Levels and extent of par t ic ipat ion of employees in the 
planning and control process; 
4. At t i tude of employees towards management and regulatory 
measures ; and 
5. Management audit and analysis of impact of human resource 
account ing disc losure on prof i t . 
Further analysis of the items of human resource disc losure 
by the enterpr ises is given below: 
The BHEL, SAIL and MMTC evaluated their human 
resources on the basis of the Lev and Schwar tz model . BHEL 
provided detai led HR informat ion in its Annual Repor ts till the 
year 1992-93 only and f rom 1993-94 onwards the valuat ion of HR 
has been d iscont inued. Now. only brief HR informat ion and 
human cost summary is publ ished in annual repor ts of BHEL, 
SAIL also sailed in the same boat a f te r 1993-94, and like BHEL, it 
is also repor t ing limited informat ion of HR and has stopped 
245 
^indingsan^Suggestio^ 
valuation of HR in f inancial s tatements . The MMTC has also 
jo ined the race with e f fec t f rom 1998-99. Even the categorisat ion 
of employees has been condensed ever since these companies 
discont inued the HR valuat ion. Presently, only two sample publ ic 
sector companies out of a total of 5 surveyed for the study, are not 
only evaluat ing their HR but also furn ish ing this informat ion in 
f inancial s ta tements . On personal querry, it was the plea of the 
enterpr ises which have discont inued the HRA pract ice that now 
only relevant disclosure is made in f inancial s ta tement . Excessive 
human disclosure is not b inding on us under any account ing 
s tandard. Apart f rom this publ ica t ion of detai led HR informat ion 
makes our Annual Reports bulky was the instant answer of 
respondents . It will also not be wrong to say that now the wave of 
l iberal isat ion, pr ivat isa t ion and global isa t ion is going to bury 
Indian Public Enterpr ises . When these enterpr ises are gradually 
losing their own exis tence, what to talk of their human resources . 
It is evident f rom the fact that not only number of the employees 
in all publ ic sector companies has decl ined but also there is 
regular take over of one or the other public sector company by the 
private sector enterpr ises . 
On the contrary, pr ivate sector in India has become an 
emerging sector in regards to disc losure of adequate informat ion 
regarding human resources . Due to ever expanding development of 
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private sector in India, the number of employees is increasing in 
it. It is evident from the survey of two private companies namely 
ITL and Satyam that not only the number of employees has been 
increasing continuously in these two companies but also their 
value is also mult iplying each year. Moreover , both the sample 
companies have been disclosing maximum informat ion when 
compared to public sector companies . In genera l , t radi t ional 
accountants have paid greater attention to money, mater ia l and 
other physical resources in enterprise account ing as compared to 
human resources. Whatever is spent on acquis i t ion, t ra ining and 
development , maintaining, placement , t ransfer , rep lacement etc. of 
human resources by a firm has been generally t reated as revenue 
expense by the accountants . No part of the cost of human resource 
is general ly capi tal ized and shown on a Balance Sheet as an Asset . 
'^The accountants have always been very conserva t ive in their 
approach towards t reatment of human resources. However , it is not 
wholly true to say that they have completely fa i led to recognise 
the value of human resource. The study reveals the need for 
modi f ica t ions and improvements in the present system of HRA. 
Some of the useful suggest ions are listed below: 
First ly, greater awareness should be developed in repor t ing 
of human resource informat ion, appropriate methods must be 
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evolved for report ing human resource informat ion to make 
organisat ion socially responsible and accountable . 
It is d i f f icu l t task to enlist exhaust ively the sui table items 
of human resource through avai lable l i terature, annual reports, 
journa l s etc. However , there is need for a sui table list of i tems 
which can cater to the need of most of the users . Whatever has 
t ransfe r red f rom the present study is that the fol lowing 
informat ion regarding HR should be reported by an organisat ion in 
its annual reports : 
(i) Disc losure of valuat ion of human resources . 
( i i) Disc losure of employees cost such as in format ion of salary 
with break-ups ; employees cost for d i f fe ren t segment; man-
power development cost and product ion hours lost. 
( i i i) Disclosure of Produc t iv i ty /Per formance Ra t io ' s such as, 
product ion per employee (in terms of Quant i ty) ; va lue-added 
per employee; employee costs to output value; value-added 
to Human Resources ; p ro f i t -be fo re tax to Human Resources; 
turnover to Human Resources; value of human assets to 
f ixed assets (at current cost); human resources to total 
resources ; Value of Human Resources per Employee; capital 
investment per employee; average age per employee; 
turnover per employee; prof i t before tax per employee; 
output value per employee and ut i l izat ion ratio. 
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(iv) Disc losure of Employees Stat is t ics: Employees ' 
Class i f ica t ions : Based on Type of work; Qual i f ica t ions and 
Grade Trade. Apart f rom this age-wise dis t r ibut ion; 
Geographical Dis t r ibut ion; segment-wise Dis t r ibut ion; and 
informat ion of employees of weaker sect ion, SC/ST and 
others . 
Other disclosures may include average monthly earning per 
employee, average cost of f r inge benef i t s per employee; capital 
investment on social benef i t s per employee; social overhead per 
employee; contr ibut ion to exchequer per employee; awards to 
employees ; ratio of minimum to maximum earning; regular 
communica t ion with employees; industrial re la t ions and highl ight 
on labour wel fa re programmes . 
Though, the a forement ioned informat ion regard ing HRs must 
be publ i shed in annual f inancial s ta tements but even the 
companies evaluat ing HR do not report HR in format ion on the 
above pat tern . There is no doubt that HR in format ion has vast 
potent ia l in the modern era. It is usefu l in manufac tu r ing concerns , 
where human resources play a major role. HR in format ion may be 
usefu l for the management in par t icular and for the investors in 
general . It should be the duty of an organisat ion to d isc lose human 
resource informat ion in proper perspect ive . 
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Secondly, the accountants should asset ise the fol lowing 
historical costs and amort ise these on the basis of expected service 
period based on ' g r o u p ' probabi l i t ies of staying with the f i rm: 
Cost of recrui tment , adver t i sement , consul tancy, interview cost, 
etc.; cost of fami l iar iza t ion , employee ' s salary and benef i t s during 
acquaintance per iod, relocat ion expenses , s ta f f over- t ime for 
get t ing ready for the new incumbent , nursing costs , etc. ; setting in 
period cost ' new ideas ' trial and exper imenta t ion costs , on the job 
learning costs . Development costs , internal as well as external 
t ra ining and/or re f resher course costs . The informat ion should be 
uti l ised whenever a p lacement , t ransfer , p romot ion , demotion, 
re t renchment or acceptance of res ignat ion decis ion is to be taken. 
Similar costs of the replacement should also be computed for the 
purpose of the last two decis ions . Such in format ion related to 
individual employees may be mainta ined on service record cards. 
This will obviate the need for opening ledger account for every 
individual employee. 
The unamort ised balance of HR costs will appear on the 
balance sheet jus t like Defer red Revenue Expenses or al ternat ively 
as Prepaid Expenses . The amount wri t ten off annual ly should be 
included under the heading 'Wages and Sa lar ies ' or 'Es tab l i shment 
Expenses ' , and should be disclosed separately . 
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Thirdly, the accountants should seriously reconsider the 
exist ing treatment of goodwil l . Valuation of goodwil l should not 
be based on net profi t only. The factors a f fec t ing goodwil l should 
be separately ident i f ied, suitably grouped and valuat ion of each 
factor group should be separately made. The grouping may be as 
Internal Human Resources; External Human Resources ; Customers 
and others, factors like special l icense, t rade mark, s trategic 
locat ional advantage, etc. Valuation of internal human recourses 
should be based on periodical morale surveys, exit in terv iews and 
other s imilar techniques. The employee turnover , f r ic t ion , awards 
and punishments should be properly recorded and analysed. Rates 
computed for such data should also be uti l ised whi le evalua t ing 
internal human resources. External human resources should also be 
evaluated on the basis of periodical opinion surveys. The data 
regarding customer and shareholder gr ievances should be 
mainta ined. The rates of shareholder and cus tomer turnover 
should also be computed, wherever feasible . The publ ic image of 
the enterpr ise should be evaluated through sample surveys . 
The indicators of the trends in external and internal human 
resource value should be careful ly analysed. The t radi t ional 
valuat ion of goodwil l based on average prof i t s or super prof i t s 
should be careful ly adjusted in the light of the facts , revealed by 
the evaluat ion of internal and external human resources . The 
occasion for valuat ion of goodwill should not arise only when 
ownership is to be changed or re-organisat ion is to take place. In 
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fact , it should be a regular exercise. The internal as well as 
external account ing reports should contain separate information 
regarding changes in that part of goodwill which represents 
internal human resources and that part which represents external 
human resources . In order to complete the dual aspects of a 
t ransact ion, the changes in the value of goodwill should be debited 
or credited to a separate capital account appear ing on the 
l iabi l i t ies side of the balance sheet. This account may be entit led 
as 'Human Capital Accoun t ' . The exis t ing capital account may be 
renamed as 'Money or Financial Capital Accoun t ' . 
Fourthly, as there is not even a single model which fu l f i l s all 
the requi rements of a model which could help in the process of 
HRD. There is an urgent need for great deal of research with 
regard to evolving a system of account ing for human resource 
which could be of cons iderable help in the process of human 
resource development . Whatever , researches in the field of HRA 
have been done throughout the world are still in their initial 
s tages. Fur ther researches in the field of macro perspect ive of 
human resource account ing, formulat ion of human resource 
pe r fo rmance s tandards in the light of corporate goals: the 
development of usable systems and procedures of human resource 
account ing; the adaptat ion of human asset account ing to the 
adminis t ra t ion of product iv i ty programmes and incent ive systems 
are needed. 
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Fif th ly , as the HRA helps in making goal oriented 
manager ia l and investment decis ions, the Inst i tute of Chartered 
Accountan ts of India should make human resource va luat ion in the 
annual reports mandatory by issuing an Account ing Standard or 
a l ternat ively Section 217(2A) of Indian Companies Act , 1956 
should be amended to make it compulsory on the par t of all 
companies having a part icular amount of share capital to evaluate 
their human assets and report the same in their Annual Repor ts . 
Sixthly, human resource should be regarded as an 
inseparable part of the account ing system. They should be treated 
as assets like other f inancial and physical assets . It will be 
poss ib le only when companies not only value them but also 
incorpora te that in the f inancial s ta tement at least in the form of 
supplementary s tatement . 
Seventhly, e f fo r t s should be made to evaluate the human 
resources on the basis of their 'ne t cont r ibu t ion ' to the p rof i t and 
loss account of the company. This can be done by way of 
es t imat ion of net contr ibut ion f rom one year to other a f t e r making 
ad jus tment for all such types of factors like pr ice f luc tua t ions 
dur ing evaluat ion period and pol ic ies of the government etc. 
Final ly, it is suggested that managements in general and 
accountants in par t icular should pay adequate a t tent ion towards 
the s t renght ing of the human resource repor t ing system with a 
view to cater ing to the informat ion requirement of a cross-sect ion 
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of the society in the light of the fast changing socio-economic and 
legal environments . 
In f ine, HRA is emerging as a new concept being developed 
to assess the value of HR involved in product ion and service of an 
organisat ion. The non-disc losure of HR informat ion will have a 
negat ive impact on the decis ions of several par t ies to the 
enterpr ise including the investors . Undoubtedly , in the absence of 
any legal enforcement there is no compuls ion or mot iva t ing force 
behind the adopt ion of HRA pract ices in Indian companies except 
image bui lding and fasc inat ion towards the latest account ing 
system. It is s incerely hoped that in the years to come this aspect 
would be ref lected in the f inancia l s ta tements of all the 
organisa t ions and its re levance and scope would be recognised by 
all concerned. 
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Appendix-I: 
APPENDICES 
QUESTIONNAIRE 
Name of Executive 
Age 
Designation 
Sector : Public / Private 
Note : Please tick the correct choice 
(1) With the application of HRA Practices in Indian companies 
a) Agree 
b) Disagree 
c) No opinion 
(2) if agree give your preference of mode! for measurement of HR 
a) Monetary 
b) Non-monetary 
(3) if monetary method, which one of the following: 
a) Historical cost 
b) Replacement cost 
c) Opportunity cost 
d) Economic value 
e) Stochastic Rewards value 
f) Any other 
(4) if non-monetary, which one of the following : 
a) Expected Realizable value 
b) Discounted Net Present value 
c) Value of employee based in attitude scores 
d) Any other. 
269 
(5) Whether it will be helpful for accounting purposes Yes/No 
(6) Whether it will make the disclosure consistent our time Yes/No 
(7) Whether it will make inter period comparison easier Yes/No 
(8) Whether it will be more credible to external users Yes/No 
(9) Whether it will be subject to audit Yes/No 
(10) Whether it will be more easily understood Yes/No 
(11) Whether it will be expensive to adopt Yes/No 
(12) Whether it will affect conventional accounting Yes/No 
(13) Whether year-to year changes in value can be fully explained Yes/No 
(14) Whether it is expensive in terms of additional staff / time involved Yes/No 
(15) Whether HR can be valued objectively Yes/No 
(16) Whether evaluation will be disputed Yes/No 
(17) Whether employee will develop an attitude of self importance Yes/No 
(18) Whether professional institutions have made it obligatory Yes/No 
(19) Whether there is a legal compulsion to value HR Yes/No 
(20) Whether employee's unions may raise unreasonable demands Yes/No 
(21) Does HRA help in manpower planning? Yes/No 
(22) Does HRA make the management more conscious of the 
importance of manpower? Yes/No 
(23) Does HRA help in formulating personnel policies more objectively? Yes/No 
(24) Does HRA make personnel decisions more objective? Yes/No 
(25) Does HRA help in personnel budgeting Yes/No 
(26) Does HRA provide basis for resolving employee management disputes? Yes/No 
(27) Is HRA useful for the share holders and investors? Yes/No 
(28) Is HRA useful for creditors? Yes/No 
(29) Is HRA useful for Employees' Unions? Yes/No 
(30) Is HRA useful for attaining international accounting standards? Yes/No 
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